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Controlling Fraud in UI . 


pe ‘ed ors Say— 


‘“The information available indicates that only 
about one-half of 1 percent of claimants commit 
This cannot be regarded as a 


by any standard.’”’ 


(criminal) offenses. 
serious weakness in the system, 
“It is incumbent on the administrators of unem- 
ployment insurance not only to interpret the letter 
and spirit of the law, but to make their interpre- 
tations understandable to the public.’—E. J. 
BorrERDING, Bateau of Employment Security. 


xr 


‘The whole framework of the act is designed for 
the protection .of the fund. From the time of first 
registration of a new business until the ex-employee 
exhausts his benefit right, checks and safeguards are 
all along the line to ensure that the fund receives 
its proper revenue and suffers no improper loss.”’ 
A. C. Burns, Canada. 


xr 


‘‘A fraud investigation program has an important 
place in unemployment insurance, but it is no 
substitute for a sound, basic system of administra- 
tion.’—Lynn E. Exrprince, Bureau of Employment 
Seourity. 

kk 


‘In the final analysis, alerting the local offices 
to their responsibility on fraud is to encourage good 
interviewing. Do not try to make a detective out 
of the claims-taker—just try to help him become a 
good interviewer.’’—WILLIAMA. Mayor, Alabama. 


x* re 


the failure to use the information on wages 
and benefit payments already at our disposal 
through a post audit process is to ignore the 
most fruitful source of fraud detection available to 
the agency.”’—Wiu1aM U. Norwoon, Florida. 


x~x« x 


‘Through the years, employers . have been 
a fruitful source of tips on fraud in the making. 
Complaints from employers receive attention with 
all possible speed.””—W. P. Smirn, Virginia. 





‘While the industry survey appears to be a more 
time-consuming fraud-detection technique than was 
the system of cross-matching wage reports with 
it has produced such excellent 
ROBERT J. 


benefit records 
results as to warrant its expansion.” 
Dean, Michigan. 
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“Our special field investigations are paying off, 
and so is our emphasis upon training local office 
people to be alert in detecting any indications of 
fraud which should be _ investigated.”-—MARLIN 
A. HuBERT, Arizona. 


xk 
the techniques now used (by the Cali- 
fornia agency) are in use generally by recognized 
law enforcement agencies in the field of criminal 
investigation.”’—JAMES QO. REIMEL, California. 


x*rk 
gx experience in dealing with 
fraud . demonstrates the desirability, effec- 
tiveness, and usefulness of a forfeiture penalty 
which may be imposed by the Commission either 
before or after prosecution and conviction.’’—JOE 
K. WELLS, Texas. 
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personal contacts and liaison work between 
the agency and State’s attorneys has contributed, 
in no small measure, to the number of prosecutions 
obtained.”’—Joun F. McCartny, J/linois. 


x*«r 


“There may be those who feel that pub- 
licizing the ‘chiselers’ is detrimental. Missouri’s 
experience should at least give these and other 
doubters some reason to believe that publicity 
actually is a deterrent to fraud.’’—J. C. JOHNSEN, 
Missouri. 
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, TEN national women’s or- 
santa a“ ganizations have joined 

ecruirmen 


f 


Press fime 


, , IN AN open letter to college 
Tobin Writes nil f Lake 
Seni seniors, Secretary of Labor 
to Seniors Maurice J. Tobin assured 
them that the employment field will be wide open to 
them with a few isolated exceptions. He said: 
Fortunately, the economy of the United States is operating 
at record-breaking levels and still expanding. Some areas are 
experiencing acute labor shortages and demand far exceeds 
supply in a variety of occupations, many of them in professions 
you will enter. Furthermore, we anticipate that employment 
will continue to rise and labor supplies become even tighter 
during the coming months as defense production increases and 
as materials become more plentiful for civilian use. Indeed 


you should have little difficulty in finding employment except 
in a few industries. 

The probability that you will find ready employment gives 
you an opportunity to select your first post-college job with 
care to fit in with your long-range vocational plan. Such a 
selection should be made only after you have assembled as much 
information as you can about where immediate and long-range 
opportunities lie—in what industries, in what occupations, and 
in what sections of the country. 


To provide the information that graduates will 
need, the U. S. Department of Labor is issuing a 
series of articles for publication in college newspapers, 
giving the general employment outlook and the out- 
look for job prospects in various professional fields. 
lhe first group in the series issued at the end of April 
included the Secretary of Labor’s open letter, a lead 
irticle on ““The Job Outlook for 1952 Graduates,” 
ind brief articles dealing with employment opportu- 
nities in engineering and the natural science fields. 
Othe specific occupations will be covered in succeed- 
ing releases. 

The Secretary’s letter to graduates suggested that 
wr fuller information on the job outlook, graduates 
‘nould consult the 1951 OccupATIONAL OUTLOOK 
[ANDBOOK of the Department of Labor, campus in- 

rmation outlets, and local State employment service 
‘ices, where, in addition to information on local 
spects of the employment outlook, they can obtain 
rofessional counseling, testing, and placement serv- 

es so valuable in facilitating the process of finding a 

atisfactory job. 
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with the U. S. Department 
of Labor in initiating a program to help ease the 
Nation’s shortage of stenographers and other office 
workers which has increased 10-fold since the defense 
program started in 1950. 

The Bureau of Employment Security and the Wo- 
men’s Bureau cooperating with the women’s groups 
have worked out a plan for initiating “pilot projects” 
in cities where the need for stenographers is acute. 
First to be selected are Hartford, Conn.; Des Moines, 
Iowa; Chicago, Ill.; and Cleveland, Ohio. 

Experience gained in the pilot projects in these 
cities will be analyzed and if the projects prove ef- 
fective, the program will be extended to other cities 
as needed. 

It is expected that thousands of women with cleri- 
cal and stenographic skills, not now in the labor mar- 
ket, would be willing to take part-time jobs in their 
own communities. This obviously would help solve 
the shortage and pilot projects will work to that end. 
Another factor in easing the shortage would be for 
employers to place less emphasis on youth as an es- 
sential in qualifying for a job. If they will put effi- 
ciency first, they will find a substantial supply of 
it among women in the more mature age groups. 

Cooperating with the Labor Department in the pilot 
projects are these women’s organizations: The Ameri- 
can Association of University Women; the American 
Federation of Soroptimist Clubs; the General Federa- 
tion of Women’s Clubs; the National Council of Jewish 
Women; the National Board, YWCA; the National 
Council of Catholic Women; the National Council of 
Negro Women, Inc.; the National Federation of Busi- 
ness and Professional Women’s Clubs; the National 
Jewish Welfare Board; and the United Church Women. 


AccorDING to the Annual Report of the 

Disabled Office of Vocational Rehabilitation, more 

than 80,000 disabled men and women 

started on self-sustaining jobs during fiscal year 1951 

with help from the State-Federal system of vocational 

rehabilitation for civilians. The 1951 record was the 

highest in the 31-year history of the program. The 
1950 record was 71,500. 

In addition to the 80,600 who left wheel chairs 

and sickrooms for jobs, another 13,000 had received 
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all necessary medical help, guidance, and training 
and were waiting for the right jobs to open up. 

The men and women who overcame handicaps in 
1951 added more than 100 million man-hours to the 
Nation’s productive effort. More than 10,000 went 
into skilled trades and essential occupations. 


Repeat A REPORT by officials at Fort Meade, 
Md.,shows that history repeats itself. 
Performance a, during World War II, when the 
tramp, tramp of soldiers’ boots marks their exodus 
from the Fort, the click, click of typrwriters dies 
down as wives desert their typewriters to follow their 
menfolk. Fort Meade has hung out a “help wanted” 
sign. The reason? About 50 typists and 25 stenog- 
raphers are needed at the base to replace servicemen’s 
wives who moved out when their husbands’ military 
units were transferred. 

The Board of the U. S. Civil Service Examiners at 
Fort Meade is urging any interested applicants to 
get in touch with its Executive Secretary for further 
information. Pay ranges from $2,750 to $2,950 a year. 





Employment security activities at a glance, March 1952, 
United States and Territories 





Percentage 


Number change 
or | “from 
amount previous 
month 
Overall 
ee ee ae ere 1 835, 600 —4 
Weeks of unemployment cov- 
ered by continued claims... . | 5, 145, 400 —6 
Weeks compensated.......... 4, 673, 600 —3 
Weekly average beneficiaries. . 1, 112, 800 —3 
EPS eee $101, 563, 600 —3 
Funds available as of Mar. 31, | 
err ee | $7, 756, 821, 500 —1 
Visits to local offices......... 9, 740, 500 —3 
New applications............| 579, 200 —6 
Referrals: 
Cl ) 87, 900 —5 
Nonagricultural......... 834, 700 | +10 
Placements: 
| 70, 900 | —8 
Nonagricultural......... 464, 700 +9 
chi cenees sue es | 272, 600 | +12 
Peer Tee 192, 100 | +5 
Handicapped........... | 18, 700 | +10 
Counseling interviews........ 14, 000 | +1 
Individuals given tests....... 82, 000 | +4 
TTT CTE 183, 400 +9 
Veterans 
New applications............ 111, 500 =—§ 
Referrals, nonagricultural. .. . . 191, 900 +11 
Placements, nonagricultural. . 104, 100 +9 
Placements, handicapped... . 8, 300 +8 
Counseling interviews....... 21, 900 —1 








1 Excludes transitional claims which do not represent new unemployment. 











QUALIFICATIONS STANDARDS GOVERNING NON- 
COMPETITIVE ACTIONS AND AGENCY RECRUITING. 
Civil Service Commission. 800 pp. (with four quarterly 
supplements) $4.00. : 


This publication, listing the education, experience, and 
physical requirements in condensed form for all the Federal 
positions for which recruiting is normally done by more than 
one agency, is now available from the Civil Service Commission 
for use by agency personnel officials. It contains also the re- 
quirements for many positions that are normally filled through 
promotion rather than by outside recruiting. The pub- 
lication was issued as a convenience to agencies in handling 
transfers, reappointments, and promotions and in their direct 
recruiting when authorized by the Commission. Heretofore, 
if an agency wished to promote an employee, for example, it 
was necessary to secure the requirements for the positions con- 
cerned from the Commission or use those in the latest exami- 
nation announcement for that position. Now all the informa- 
tion regarding requirements necessary for handling promotions 
and other personnel actions is available in one place. 


This publication is issued in loose-leaf form. Additional 
material and revisions will be issued quarterly. 


Copies are not available from the Civil Service Commission. 
The agencies are expected to purchase the number of copies 
they will need from the Government Printing Office. 





EicHt hundred young men and women 
only 7 percent of the competitors who started 
the race—have cleared all the hurdles leading 
to employment in coveted junior management assign- 
ments in Federal agencies throughout the country. 

The United States Civil Service Commission stated 
that most of the 800 who passed the difficult test will 
receive offers promptly and will begin work in trainee- 
type jobs leading to top executive and management 
careers in Government. 

Most eligibles will start their careers at $3,410 a 
year, although some with advanced qualifications 
will be hired at $4,205 a year. Ninety-five percent 
of the 800 eligibles have college degrees, but a number 
of competitors having little or no college training 
also passed the examination, the Commission said. 

The examination, in which college seniors through- 
out the country participated heavily, consisted of a 
difficult written test, oral interviews, and careful 
investigation of competitors’ character and reputation. 


Test 


THE annual report of the Social Security 
OAS/ Administration shows that at the end of the 

year 4 million people were receiving old age 
and survivors insurance. Of these, about 3 million 
were aged 65 or over, 800,000 were children, and 
200,000 were young widows with children. 

Social security insurance benefits were helping to 
meet the problem of income maintenance for about 
one-third of the old people and close to one-half of 
the widows and orphans, who could not count on 
earned income for support. Benefits during the year 
totaled $1.5 billion. The cost of running the insur- 


(Continued on page 37) 
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Controlling Fraud 


In Unemployment Insurance . . . 











Is the System Replete with “Chiselers“? 


By E. J. BOFFERDING 


Assistant Chief, Unemployment Insurance Service, 


Bureau of Employment Security 


S THE unemployment 
insurance system as 


administered in this 
country rife with ‘‘chisel- 
ers’? Of course not! 
Neither is it completely 
free of them. Nor would 
any business enterprise 
which paid out as much 
as $1.8 billion in a single 
year be free from fraudu- 
lent acts against it. But 
the system as it now 
operates has sound meth- 
ods available to prevent 
fraud, techniques for detecting such fraud as may 
be attempted, and criminal penalties in all State laws 
for dealing with those who are detected in attempting 
to defraud the system. 

Fraud prevention is accomplished in the routine 
processing of claims for benefits. Before any payment 
is allowed, a claimant is interviewed as to his present 
activities, his previous employment, and the reason 
(or separation from work. His statements are 
‘hecked with his previous employer. If he tries to 
conceal a disqualifying reason for separation, or if 
ie is actually working, he is likely to be discovered 
hrough this procedure. Proper questioning, how- 
ver, will lead most claimants to reveal the true facts 
nd will dissuade them from any inclination to falsify 
heir claims. 

Some persons who have no regular attachment to 
he labor market will file claims even though they 
ire not dependent on employment and have no 
inclination to accept work. Unless they can show 


E. J. Bofferding 
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some substantial amount of previous employment, 
they will be barred for lack of sufficient wage credits 
to qualify. Even if they have sufficient wage credits, 
they will be questioned regarding their availability 
for work, reason for separation, and any refusal of 
work. ‘Thus, in a recent 3-month period, 14 percent 
of the new claims filed were rejected for lack of 
sufficient wage credits. During this quarter, in which 
2%, million new spells of insured unemployment were 
reported, 80,000 claimants were disqualified for volun- 
tary quit, 22,000 were disqualified for discharge for 
misconduct, 20,000 were disqualified for refusal of 
suitable work, and 105,000 were determined to be not 
able or not available for work. It is not proper, lack- 
ing information to the contrary, to presume fraudulent 
intent on the part of individuals whose claims are 
rejected, but it should be apparent from such rejections 
that a real job is being done in examining claims for 
benefits and weeding out those on which payment is 
not justified. 

In this same quarter more than 1,000 persons were 
convicted in the courts for filing fraudulent claims 
and in the 35 States having administrative penalties, 
over 6,000 persons were penalized for fraudulent 
claims. 

Then what causes the controversy over the amount 
of ‘‘chiseling”’ in the system? ‘To understand this it is 
necessary to define what we mean by fraud, and ex- 
amine the basis for any charges that the program is 
rife with “‘chiseling.”” Fraud is a willful misrepresenta- 
tion made for the purpose of obtaining something of 
value to which the person making the misrepresenta- 
tion is not entitled. As such, it is a criminal act and 
punishable as a crime under the laws of all States. 
The information available indicates that only about 
one-half of 1 percent of claimants commit such 
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offenses. This cannot be regarded as a serious weak- 
ness in the system, by any standard. 

There is a large volume of cases which are properly 
payable under the law as interpreted by the duly con- 
stituted authorities, but which some critics of the 
program find objectionable. If a critic solemnly as- 
serts that 90 percent of claimants are ‘‘chiselers,’’ it 
should be obvious that he just doesn’t like unemploy- 
ment insurance. A critic who complains about a tex- 
tile worker drawing benefits when farm hand jobs are 
going begging, for example, should not accuse the 
worker of being a “‘chiseler’”’ or a “fraud.”? His com- 
plaint is against the law, which I think very wisely 
does not seek to force square pegs into round holes, 
but denies benefits for refusal of work only if the prof- 
ferred job is suitable for the individual. Determi- 
nations on suitability and on various other eligibility 
issues, are subjective decisions on which honest men 
may disagree, but the State laws have assigned respon- 
sibility for making these determinations, not to the 
employer, or the labor union, or the newspaper editors, 
but to public officials who are appointed for this pur- 
pose. Such persons are expected to attain expertness 
in dealing with these difficult determinations. They 
are properly accountable to the public for their deci- 
sions and most assuredly are not exempt from criti- 
cism. Criticisms of rampant “‘chiseling,”’ however, 
are sometimes made because of misconception of the 
facts, lack of knowledge of the purpose of the program, 
or misunderstanding of the provisions of the law under 
which the payments are made. 


Not Fully Understood 


The laws are still fairly new and have introduced 
to the public unfamiliar concepts. It will probably 
be many more years before there is a widespread 
general common understanding of the role of unem- 
ployment insurance in our economy. It is incumbent 
on the administrators of unemployment insurance not 
only to interpret the letter and spirit of the law, but 
to make their interpretations understandable to the 
public. Meanwhile the charge of “fraud”? and 
“chiseling”’ offers a convenient tool for attacks on 
the system by those relatively few who still are 
opposed to it. 

The past few years have seen rapid strides in the 
improvement of the State systems to prevent and 
detect improper payments. Detection activities have 
paid their way, even on routine checking procedures. 
When efforts have been concentrated on suspected 
trouble spots, the yield of course has been much 
greater. Fraud prevention has also been improved 
as a result of better claims procedures. The claimants 





in most States are individually informed as to thei 
rights and obligations by means of specialized inter- 
views with them before payments commence. Sim- 
ilarly, an improved testing of availability for work 
occurs through subsequent periodic reinterviews at 
relatively frequent intervals. 

Although the advancements over the past few years 
in preventing and detecting fraud have been sig- 
nificant, there is still no room for complacency. 
In any system of the magnitude of this program 
there will always be some few who attempt to gain 
by deception. Abuses can mount rapidly in number 
if vigilance is relaxed. However, continuous vigil- 
ance can keep this number at a minimum and will 
help to convince those who might try to gain by 
sharp practices that the risks of detection and punish- 
ment are great. To keep their guard up, States 
should continuously study their own methods and 
try to profit by the experiences of others. 

The following questions are suggested for con- 
sideration by the personnel of State agencies most 
immediately concerned with the prevention and 
detection of fraud: 


1. Are your local office claims-takers alert to the 
problem of fraud? This is a productive means of 
securing leads for investigation according to all 
recent studies. 

2. Do you have a ready means by which local 
office claims-takers can secure investigation of 
suspicious Cases? 

3. Have you experimented with different methods 
for detecting fraud and do you know how they com- 
pare in effectiveness? 

4. Do you pursue a diversified program of checking 
for fraud which is capable of detecting claimants 
working in noncovered employment? 

5. Do you investigate agent State claims to the 
same extent you investigate intrastate claims? Do 
you have authority in your law to prosecute inter- 
state fraud cases which you detect? 

6. Do your deputies follow prescribed steps which 
protect the basic rights of the individual before deter- 
mining that a claimant has made a willful misrep- 
resentation? 

An affirmative answer to these questions should 
be indicative of an effective antifraud program. 
However, until all States are making a concerted 
effort, we cannot consider that the situation is under 
control, for the evils are infectious. No doubt there 
will always be critics of unemployment insurance, 
but sound practices for detecting and preventing fraud 
will leave them with little or no justification for any 
charge that the system is replete with ‘‘chiselers.”’ 
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Combatting Fraud in the 





Canadian Unemployment Insurance Programme 


NDER the Canadian law, the prevention and 

detection of fraud against the Unemployment 

Insurance Fund is divided into two phases. The 
first, which may be called the contribution phase, 
is concerned with ensuring that the fund receives all 
monies to which it is entitled. ‘The second, or benefit 
phase, is concerned with detecting and preventing 
improper withdrawals from the fund. 


Contribution Phase 


The prevention and detection of fraud commences 
with the requirement that every employer of insured 
persons must register with the nearest local office 
of the Unemployment Insurance Commission, obtain 
an insurance book for each employee, and a licence to 
purchase unemployment insurance stamps. When an 
employer signs a registration form he agrees to comply 
with the requirements of the act and regulations. 
As far as is known, all businesses which were in opera- 
tion in July 1941 (when the act became law) have 
been registered since that time. A constant watch 
is maintained by all field personnel to ensure that 
all new businesses are duly registered, and other 
government agencies aid in this respect on a recip- 
rocal basis. Also, employees recruited by a new busi- 
ness almost invariably have a well-established interest 
in the fund which they expect to preserve by having 
their new employer continue to make contributions 
on their behalf. In this way, registration is effected 
of some employers who might otherwise evade their 
responsibility. —The annual renewal of insurance 
books also tends to ensure compliance with contribu- 
tion requirements as employers usually bring con- 
tributions up to date before returning old books. 

The Canadian law provides that contributions are 
to be made by insurance stamps, insurance meter 
impressions, or by bulk remittance. For any of these 
methods a licence is required. The stamp method is 
used by the great majority of employers and is most 
suitable for the small businessman and even larger 
)usinesses where labour turnover is relatively high. 
Some employers with large staffs and heavy turnover 
consider that a meter machine is most suitable. The 
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By A. C. BURNS 


Assistant Chief Auditor 
Unemployment Insurance Commission 


Ottawa, Canada 


largest concerns often find that the most convenient 
way is by a monthly remittance cheque. In this 
latter method no unemployment insurance book is 
required (as is the case with the other two methods) 
and the employer furnishes the Commission with the 
contribution history at time of separation or annually, 
as the case may be. 

In order for an employer to purchase stamps or 
meter credits, the presentation of his licence is 
required. The Post Office Department acts as selling 
agent for the Commission and stocks of unemployment 
insurance stamps are maintained at all post offices 
where there are employers who engage insurable 
employees. Local post offices, of course, are equip- 
ped to set the dials on meter machines in their area. 
An employer cannot make contributions on behalf of 
his employees unless he has a licence and he cannot 
obtain a licence unless he registers. The first step, 
then, is compulsory registration which provides the 
means of ensuring that the fund receives the contribu- 
tions to which it is entitled. 

The next step is to ensure that a registered employer 
actually makes the required contributions. ‘To a large 
degree, compliance of employers in this regard is the 
direct responsibility of the audit staff. Upon registra- 
tion the nearest district audit office is advised so that 
from time to time an audit of the employer’s records 
may be made. Also, at time of registration, employers 
are provided with a supply of requisition forms which 
they must use when purchasing stamps or meter credits 
at the post office. After filling these orders, the post 
office forwards the requisition to the district audit 
office where it is filed with the registration advice. A 
copy of the monthly remittance form used by bulk 
payers is also made available to the audit staff. These 
requisitions are used by the auditors in their audit 
of an employer’s records so that the degree of compli- 
ance for the audit period (usually 12 to 14 months) 
may be calculated. In about 25 percent of all audits 
overdue contributions are established, 90 percent of 
which are settled at the time of audit or shortly 
thereafter so that substantial amounts accrue to the 
fund as a direct result of the work of the audit staff. 
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The Peace Tower, with its carillon of 52 bells, dominates the Parliament Building in Ottawa, Ontario, Canada. 


entrance to the East Block. 


The existence of an audit staff also has an indirect 
beneficial effect on the fund as activity at the unem- 
ployment insurance stamp wicket in the post office 
is invariably most pronounced when an auditor is in 
the area. In addition, the audit staff also perform 
special investigations which arise from specific com- 
plaints of insured persons. ‘These investigations very 
often form the basis of substantial remittances to the 
fund from delinquent employers. It has already been 
mentioned that when employers register they agree 
to comply with the Canadian law. This requires the 
maintenance of books of account and other pertinent 
information in such a way as to facilitate the work 
of the Commission’s staff of auditors. 

Generally speaking, the contribution regulations 
prescribe that contributions must be recorded to the 
credit of an insured person within 3 days of each pay 
date or immediately on separation. The recording 
of contributions, in the case of employers using stamps 
or meters, is accomplished by affixing stamps or meter 
impressions in the insurance books of insured em- 
ployees or, in the case of bulk payers, by recording the 
contributions on a card within the prescribed times. 
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Auditors check employers’ records for persons on the 
payrolls for whom contributions are not being made 
and, in addition, calculate the contributions payable 
for the period and apply against this figure the amount 
of stamps used in the period. Any shortage repre- 
sents arrears of contributions. The second step, 
therefore, is to ensure that the fund suffers no fraud 
(i. e., loss of revenue), insofar as contributions are 
concerned, by establishing a system whereby em- 
ployers must keep adequate records and must make 
contributions on a pay-as-you-go basis, and whereby 
periodic visits of auditors establish arrears of contri- 
butions which are paid by employers with little or no 
collection effort. 

The third and final step to ensure that the fund 
suffers as little loss of revenue as possible is the collec- 
tion and enforcement programme which is designed to 
bring into the fund the amounts owing by the rela- 
tively few employers to whom this action becomes 
appropriate. Once the field auditor has established 
arrears and has attempted to effect collection 
while still on the employer’s premises, he is free of 
further collection efforts unless prosecution proceedings 
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are instituted. In this event, he appears at the pre- 
liminary hearing and conducts the case on the behalf 
of the Commission up to a plea of “not guilty.” If 
such a plea is made, the auditor asks for a routine 
adjournment and a criminal lawyer acting as Crown 
Agent conducts the prosecution to its conclusion after 
having been briefed by the auditor on the details. 
Before a case goes to court, however, the district 
auditor and regional legal officer may make written 
collection efforts, but consent to prosecute must be 
obtained from senior officials at regional levels before 
the case is submitted to Ottawa for the final approval 
of the Commission. Prosecution for contribution 
offences is rarely undertaken for a first offence but is 
usually based on the employer delinquency history. 
The law contains the necessary provisions to require 
payment of arrears of contributions as well as the 
stipulated fines and costs so the fund receives its full 
revenue when delinquent employers are found guilty 
of infractions of the contribution requirements of the 
act. 


Benefit Phase 


The other aspect of fraud detection and prevention 
concerns the safeguards designed to prevent improper 
withdrawals from the fund. The fund is derived from 
contributions in equal parts from employers and 
employees. These are augmented by a further 
contribution from the Consolidated Revenue Fund. 
Employers make contributions according to a table 
set out in the act which prescribes the proper denom- 
ination for each of several wage classes. Stamp or 
meter users prepay the face value of the required 
stamp or meter impression by purchasing the stamps 
or meter impressions in advance from the post office. 
Employers then recover one-half of this cost in the 
form of a payroll deduction each pay period. The 
same principle applies in the case of employers using 
the bulk payment plan. Post office sales, together 
with the bulk remittances, are credited to the Unem- 
ployment Insurance Fund and to this figure the 
Government of Canada adds one-fifth as its contribu- 
tion. Income from investments and fines constitutes 
the remaining source of revenue. The only amounts 
that may be withdrawn from the fund are for refunds 
of contributions erroneously paid and for benefit 
payments. All administrative expenses of the Com- 
mission come from a separate parlimentary vote. 

From the foregoing it will be appreciated that each 
insured person in Canada has established a benefit 
right in the fund which forms the basis of any benefit 
payments to which he may make claim. If qualified, 
his entitlement will provide a number of days of 
benefit at a given daily rate which must be liquidated 
within 1 year of the commencement of his “‘benefit 
year.” There are certain disqualifications which 
take effect depending on the circumstances which 
resulted in the insured person being out of work. 
These disqualifications are designed to prevent 
unauthorized disbursements from the fund, so the 
first step in preventing and detecting improper 
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withdrawals is the interrogation of the ex-employer 
and other employers, if necessary, for a short period 
immediately prior to the filing of the claim. 

The next step in preventing and detecting im- 
proper withdrawals is put into operation when an 
insured person becomes a continuing claimant. 
Claimants are in the nature of customers who are 
filing applications for benefit payments which are 
theirs as of right, and accordingly must be treated as 
customers. Despite the customer relationship, all 
claimants are required to make a declaration each 
time they visit a local office. This declaration covers 
each day for which benefit is claimed since their 
visit to the office the previous week. In addition, 
claims interviewers may verbally interrogate any 
claimants at any time in order to verify continuity 
of dependency status (higher rates are paid if depend- 
ents are claimed for) or to question alleged unem- 
ployment for days on which work appears to have 
been done, as evidenced by stamps appearing in the 
claimant’s insurance book. 

Most local offices are equipped with one or more 
tellers’ cages and claimants are paid in cash on the 
basis of a requisition which is prepared in accordance 
with the signed declaration previously mentioned. 
The claimant is required to sign the requisition and 
the cashier compares this signature with previous 
signatures of the claimant which are on file. Postal 
claimants are paid by warrant on the basis of signed 
declarations which are mailed to the local office 
and endorsements on benefit warrants are examined 
in the same way as are signatures on cash requisitions. 
This, of course, is to detect impersonation from which 
the Canadian experience has been remarkably free. 

Supplementing the local office efforts to pay benefit 
only where entitlement has been established, and 
only to the proper person, is the staff of field investi- 
gators assigned to local office areas. These field 
investigators are under the functional direction of the 
enforcement branch and usually have had some 
courtroom and general legal experience such as the 
laying of informations, etc. Whenever a local office 
has reason to doubt the veracity of a claimant’s 
statements, either through its own observations or 
from information provided by some person outside 
the organization, the assistance of the field investi- 
gator is enlisted. In these cases claimants are inter- 
viewed in their homes or wherever they can be 
located and information obtained as to their activities 
over a certain period. Comparisons are then made 
with the signed declarations of the claimant covering 
the same period, on the basis of which benefit pay- 
ments were made. Discrepancies may result in a 
case of benefit fraud. In order to obtain a full 
cross-section of the degree of improper benefit pay- 
ments, field investigators also pick claim files at 
random from local office files and conduct personal 
interviews with the claimants concerned. This spot 
check is so designed as to spread the detection efforts 
of investigators over as wide an area as possible. 


(Continued on page 718) 














“Built-in” Fixtures To Prevent Fraud 


By LYNN_E. ELDRIDGE 


Division of Methods and Operations 


Bureau of Employment Security 


Finco: prevention in 


theory and in fact de- 

pends more on routine 
administrative controls 
than on criminal investi- 
gation and prosecution. 
In unemployment insur- 
ance these routines have 
become so familiar that 
it is easy to lose sight of 
their significance for the 
prevention of fraud. 
These controls are the 
projection of the legisla- 
tive intent as set forth in 
the statutes. Thus the 
law states what employ- 
ment is “covered” and allows benefits only on the 
basis of covered employment. It states that a 
claimant must be able and available for work, that 
claimants must register for work, and that benefits 
shall be paid through public employment offices, and 
that benefits will not be paid following voluntary 
quit or separation for misconduct. It places on the 
employer a responsibility for reporting essential 
information. It establishes benefit formulas cal- 
culated to yield somewhat less than the claimant’s 
normal income when employed. 

The implementation of such statutory policies 
through administrative action is of far greater 
importance for fraud prevention than any amount 
of fraud investigation that can be undertaken. Such 
actions comprise the sum and substance of the unem- 
ployment insurance operations, being essentially a 
process of collecting contributions and determining 
who is and who is not entitled to benefits. 

“Built-in” fraud controls all become operative 
whenever an individual seeks to obtain benefits. 
Thus it is necessary first to identify the claimant and 
to ascertain that he has actually been in covered 
employment. The necessary employment information 
is obtained from the employer. The employer will, in 
most States, have submitted quarterly listings identi- 
fying all his employees by name and social security 
account number, and showing the amount of wages 
paid to each. Accompaning this listing is a tax pay- 
ment computed on the basis of the wages as reported. 
The reporting of wages in excess,of amounts properly 
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reportable obviously will involve additional tax pay- 
ments, so that employers will normally take care to 
report wages accurately. Moreover, each employer 
will have been required to submit a “‘status report” 
describing the type of business, location, size, and 
other details which furnish some support to the 
validity of his quarterly wage listings. States not 
requiring quarterly wage reports require written 
statements in some other form from the employer as 
evidence of the claimant’s identity and previous 
employment. 

Proof of the correct amount of prior earnings is as 
important as proof that they were earned in covered 
employment. It is a basic principle that unemploy- 
ment-insurance benefits should be in an amount lower 
than the individual’s customary wages. Benefits are 
computed individually for each worker on the basis of 
the employer’s wage reports so that the worker will 
have a monetary incentive to go back to work. 

Why did you lose your job? This is a basic and 
elemental question addressea to every claimant. It 
is necessary to know that a claimant did in fact become 
unemployed and further that his separation was not 
under disqualifying circumstances. Here again veri- 
fying information is obtained from the employer. The 
typical method is to send to the claimant’s last em- 
ployer a notice of claim filed as a check on the last day 
worked and the reason for separation. Ifthe claimant 
has falsified information on these key facts on his 
initial claim, the notice of the claim filed will normally 
elicit a contradiction from the employer. A claimant 
who may wish to conceal his most recent employ- 
ment and allege that his unemployment stems from 
his next most recent separation would have to account 
for the intervening time and in so doing would be 
likely to ensnare himself. 

For every payment made, it is necessary to establish 
the claimant’s continued unemployment and avail- 
ability for work. To do this the claimant is required 
to report in person periodically (once a week as a rule) 
during working hours to identify himself and renew 
hisclaim. Although personal appearance during nor- 
mal working hours cannot be taken as proof of unem- 
ployment, it does effectively limit the opportunities 
for fraudulent claiming of unemployment by persons 
who are working. Moreover, personal appearance 
means that the claimant comes under personal obser- 
vation and questioning by the agency staff. Questions 
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as to availability and possible employment are asked 
at each visit and an opportunity is provided for close 
and detailed interviewing before the first payment and 
on occasion thereafter as circumstances warrant. 
Such interviews can elicit most of the essential facts on 
claims and serve to prevent most claimants from 
pressing an improper claim. In addition, a few per- 
sons who will persist in pressing a fraudulent claim may 
be noted for investigation, though some will always be 
skillful enough to avoid suspicion. 

Claimant registration for work is still another “‘built- 
in” fraud deterrent. Registration provides maximum 
assurance that workers who can be placed will not 
remain unemployed for lack of contact with oppor- 
tunities, and that benefits will not be paid for unem- 
ployment which need not continue. It is very signif- 
icant that unemployment insurance is administered 
through public employment offices. The Employ- 
ment Service is thus in position to administer the “‘work 
test’ and to note for action by the claims examiner 
any negative response indicating the claimants’ 
possible ineligibility for benefits. 

Finally, the agencies’ reliance on employers for 
information needed in administering benefits is 
supported by statutory provisions requiring employers 
to report such information under the usual penalties 
of law. The filling out of accurate wage reports and 
reports on separation from employment means extra 
work for the employers, but without their cooperation 
it would be impossible to establish proper controls 
over unemployment insurance payments. 


Alerting Local Offices 
to Responsibilities 
on Fraud 


HE most prevalent types of fraudulent claims for 
YB fpretone st sine compensation are: 

1. Claims filed by workers who have returned 
to regular jobs but continue to report that they are 
unemployed. 

2. Claims filed by individuals who are not able 
and available for work but insist that they are when 
questioned by the claims-taker. 

When a fraudulent claim is filed the claimant makes 
a false statement or withholds information from the 
claims-taker in the local office. Therefore, the claims- 
taker is the first line of defense against fraudulent 
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These then are “‘built-in’’ fixtures to prevent fraud 
which are constantly in operation, not on a sampling 
or selective basis, but with respect to every individual 
person who seeks to obtain benefits. There are, of 
course, ways of evading all of these controls and some 
claimants are beating the game every day, just as 
some people are shoplifting, forging checks, evading 
their income taxes, and perpetrating endless varieties 
of deceits and frauds. 

A perfect system of fraud control is no more attain- 
able in unemployment insurance than in any other 
undertaking, public or private. Casualty insurance 
companies are often victimized by padded claims, 
because the cost of eliminating all fraud from their 
claims would be prohibitive. Tax collection agencies 
must accept many returns with only a superficial 
review in order to complete their processing in the 
time available. Retail stores cannot eliminate all 
theft and bad check losses and still render service to 
their patrons. Likewise, unemployment insurance 
cannot fulfill its intended function if every claim is 
treated as a possible attempt to defraud the fund. A 
fraud investigation program has an important place 
in unemployment insurance, but it is no substitute for 
a sound, basic system of administration. 

The routine controls which have been built into 
the administration of unemployment insurance con- 
stitute its best defense against fraud. On the validity 
of these controls, the system can very well invite 


judgment. 


By WILLIAM A. MAJOR 


Director, Unemployment Compensation Agency 


Montgomery, Ala. 


claims. He is in a position to detect fraud, and 
detection in the inception of a claim is the most 
effective weapon in the arsenal of the fraud preven- 
tion program. 

Since the local office plays such an important part 
in this program, it is essential that we inderstand the 
manner in which this part must be enacted. It must 
be considered that the office has no device which 
will flash an automatic signal when a claimant is 
making a false statement. It is also necessary that we 
bear in mind the fact that all claimants are not going 
to make false statements for the purpose of obtaining 
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benefits to which they are not entitled. As a matter 
of fact, only a small percentage of the total number of 
claimants file fraudulent claims. Consequently, a 
claims-taker cannot perform his duties successfully if 
he is suspicious of every claimant. If such an attitude 
were allowed to privail among the personnel of the 
local office, the entire employment security program 
would suffer. An efficient, successful claims-taker is 
one who is courteous and helpful but also alert. 


Give Claimant Information Pamphlet 


When an individual files a claim he is undoubtedly 
anxious to secure all available information concerning 
his rights znd responsibilities under the unemploy- 
ment compensation program. Therefore, when he 
files his initial claim he should be provided with 
an informational pamphlet that he may read while 
he is in the office or elsewhere. This pamphlet should 
contain general information and must not be technical. 
By the time the claimant has filed a claim for his 
first compensable week he has, in all probability, 
obtained some information about the program. 
Therefore, it would appear that, on this occasion, 
more time should be utilized to explain in detail 
his rights and responsibilities. The interview given 
him at this time is usually referred to as the benefit 
rights interview, and it should be conducted at a desk. 
In the course of the interview, fraud should be dis- 
cussed thoroughly in order that no vestige of doubt 
might be left in the claimant’s mind as to just what 
constitutes fraud and the penalties for making false 
statements to obtain benefits. The discussion should 
include an explanation of the availability require- 
ments of the law as well as the necessity for reporting 
any employment and earnings the claimant may have 
had during the period for which he files each claim. 

The next step in the local office fraud prevention 
procedure would entail a periodic reinterview which 
should come at intervals of 4 or 5 weeks during the 
life of the claim. Such an interview must not take 
place at the claims counter. It should be held while 
the claimant is seated at the interviewer’s desk. The 
interviewer should be on the alert to detect indications 
of possible fraud, although the primary objective of 
the interview would be to determine the claimant’s 
availability and ability to work. 

When the claimant reports to continue his claim 
the claims-taker must ask him whether or not he was 
employed (or self-employed), whether he had earn- 
ings (or other disqualifying income), and whether or 
not he was able and available for work during the 
period for which the claim is filed. These questions 
should not become so routine and standardized that 
they are uttered in a hurried, indistinct manner. They 
must be stated clearly and distinctly in order that 
there can be no possibility of a misunderstanding on 
the part of the claimant. It is also essential that 
the claims-taker look directly at the claimant when 
asking the questions. The claims-taker should hold 
in mind that he may be required to testify under oath 
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as to these questions and the claimant’s replies, if 
fraud appears to be established and the claimant is 
eventually prosecuted. 


No claims-taker is expected to be a J. Edgar Hoover 
or a ‘‘Fearless Fosdick,’? but he should be trained to 
look for evidence of fraud when he is taking claims. 
Of course, many people are born with the ability to 
sense the errors and wrong-doing of their fellow human 
beings, but even those individuals who are not so 
endowed can learn to detect signs that a claimant has 
been working or that he is not able to work or does 
not, in fact, desire employment. Such details as 
grease or paint-stained hands or clothing, a claimant’s 
tendency to report around the lunch hour, and the 
expressed desire of the claimant to report at a time 
other than that scheduled should be noted. Suspi- 
cions of this nature should be recorded, and the local 
office should attempt to secure as much information 
as possible regarding the claimant’s activities before 
submitting the “lead”? to the central office. This 
effort by the local office could dissipate the suspicion 
entirely, but, if facts which indicate fraud are ob- 
tained, the fraud investigation unit of the agency 
should be provided with all the information that has 
been gathered. 


Frequent Visits by Claims Investigators 


With respect to cooperation between the fraud 
investigation unit of the agency and the local office, 
it should be pointed out that it is desirable to have 
trained claims investigators who make frequent visits 
to each local office for the purpose of pursuing “‘leads”’ 
furnished by claims-takers and investigating as many 
active claims as possible to ascertain whether or not 
the claimant is entitled to benefits. Such investi- 
gations not only reveal fraud in benefit claims but 
also act as a deterrent to the filing of fraudulent 
claims when the fact that an investigator is working in 
the local office becomes known. In addition, a simple 
procedure should be devised which would permit the 
claims-taker to notify the fraud investigation unit 
directly when a suspicion of “‘lead”’ arises. That unit 
would then be required to investigate and keep the 
claims-taker advised of the progress of the investi- 
gation. Finally, the claims-taker should be informed 
of the results of the investigation, the action taken, and 
the disposition made of the case. Such direct contact 
with a fraudulent claim from discovery to final action 
will certainly serve to keep the individual claims- 
taker ‘‘on his toes,” and, since the claims-taker is the 
sentinel of the employment security local office, this 
type of close liaison with the central office should be 
of invaluable assistance in alerting the local offices to 
their responsibilities on fraud. 

In the final analysis, alerting the local offices to 
their responsibility on fraud is to encourage good 
interviewing. Do not try to make a detective out of 
the claims-taker—just try to help him become a good 
interviewer. 
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Common Procedures for Detecting Fraud 








1. Matching Wage Records and Benefit Payment Records 


By WILLIAM U. NORWOOD, Jr. 


Unemployment Compensation Director 


Florida Industrial Commission 


HE Florida agency has depended to a large degree 
T in its fraud prevention program upon a substantial 

wage credit post-audit program. This has be- 
come our principal method of detecting benefit over- 
payments and fraud. During 1951, three out of every 
four cases of overpayment were detected through this 
device. During 1952 it is likely that this percentage 
will be even higher. 

Obviously, it would be a serious mistake to depend 
on wage credit post-audit as the only means of de- 
tecting and preventing fraud. It is only a part of the 
total program. More important, in a positive direc- 
tion, is the prevention, detection, and educational 
program which results from a higher standard of per- 
formance by local office claims interviewers. The 
local office staff can not only detect fraud, but can 
prevent its happening. Their efforts are of primary 
importance in the control of fraud. Nevertheless, 
the failure to use the information on wages and benefit 
payments already at our disposal through the device 
of a post-audit process is to ingore the most fruitful 
source of fraud detection available to the agency. 

The primary reason for the success of the post- 
audit process through the use of wage credits is its 
simplicity. In our day-to-day operations we accumu- 
late the principal records needed to make the initial 
screening. Furthermore, a little effective publicity 
on the orderly matching of wages and benefit pay- 
ments will convince most claimants of the futility of 
committing a fraudulent act in the belief that they 
‘“‘won’t get caught.” 

Another reason for the effectiveness of this method 
is that it allows for the mass screening of a large 
portion of both interstate and intrastate claimants. 
For example, during 1951 more than half of the 
55,000 claimants receiving benefits were screened. 
Of this group, 9,379 were investigated by employer 
contact, resulting in a determination of fraudulent 
overpayment in 768 cases. 

While, upon first inspection, this appears to indicate 
a great deal of effort in order to uncover the relatively 
few dishonest claimants, there are certain other 
considerations. For instance, the work is mostly 
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concentrated in our tabulating department and our 
central office fraud unit. This makes for efficiency 
of operation and relative ease of control. 

We have found that most fraud is committed by 
claimants with extended duration cases, and also by 
claimants who exhaust their claims. During 1951, 
of all the fraud cases detected, 77 percent involved 
claimants receiving five or more payments in a 
calendar quarter, and 59 percent involved claimants 
who had exhausted benefits. 

Our present procedure, which is the result of 
considerable experience and refinement, is basically 
as follows: 

1. At the end of each calendar quarter a tabulating 
card is prepared for each claimant who has drawn 
five or more payments or who has exhausted his 
benefits during the calendar quarter. These cards are 
actually made as a byproduct of the preparation of 
the quarterly experience rating charge statements 
which are sent to all employers. We have included 
exhausted cases because our experience has shown a 
high incidence of fraud among such cases, which 
might not be detected in the other selection. In 
addititon, we find that fraud frequently occurs near 
the end of a claim series. 

2. Approximately 3 months later, when the wage 
records for this quarter have been merged into our 
central wage record files, a search is made to deter- 
mine whether the claimant earned wage credits in 
excess of $20 during that particular quarter. If so, 
the wage cards are pulled trom the file. 

3. The data are transcribed mechanically from 
the wage cards to the audit card prepared in Step 1. 
The information shown is the name and number of the 
employer and the amount of wages earned during the 
calendar quarter. 

4. An employer address list is then prepared from 
master cards before the wage cards are returned to the 
base file. The audit cards are then forwarded to the 
benefit department fraud unit together with the 
employer address list. 

5. In the benefit department, the benefit file 
of the individual claimant is pulled and examined to 
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Screening unemployment compensation claims against records of earnings as a means of detecting fraudulent claims. 


This is one of several systematic methods by which the Florida Industrial Commission detects improper claims. 


These 


files contain more than 2 million wage credit cards for some 800,000 Florida workers. 


determine whether the wages were apparently earned 
prior to the filing date of the claim. This examina- 
tion process eliminates further investigation on 
many claimants. 

6. The earnings data are then compared with a 
benefit history, containing the record of individual 
payments. Again it is possible to eliminate cases 
which need no further investigation. 

7. By use of a form letter, the employer is requested 
to furnish detailed payroll information, including, 
if possible, earnings by days during the entire period 
for which the claimant has received benefits (not just 
the quarter being audited). 

8. The reply, when received from the employer, 
is compared with the record of payments already at 
hand, and a determination is made concerning the 
apparent overpayment of the individual claim. 

9. The claimant is confronted with the evidence 
contained in the records, in order that he may present 
any facts which would alter a determination that he 
has improperly received benefits. 

It is obvious that the effectiveness of this procedure 
depends upon the response of employers to the letter 
of inquiry for detailed payroll information. Our 
experience in this connection has gradually improved 
until, at the present time, employer response is in 
excess of 90 percent on the initial request, and a second 
request is rarely ignored. Of course, in some cases, 
it,is necessary to resort to the use of contact by a 


12 


field representative in order to obtain the desired 
information. 

Not only is the employer response good, but the 
information received is dependable and accurate. 
Furthermore, the employer is made aware through 
this medium of the fact that the agency is actually 
engaged in a process of investigating claimants for 
possible fraud. 

The effectiveness of the post-audit program does 
not mean that all claimants with earnings will be 
detected, but the effect of employment in noncovered 
firms does not constitute a serious loophole in the 
procedure. A sampling of claims which were matched 
against the wage records of the Bureau of Old Age 
and Survivors Insurance (before coverage of agricul- 
tural and domestic workers) revealed relatively little 
fraud that would not have been discovered through 
use of the agency wage credits. Furthermore, we have 
found that approximately 43 percent of all claimants 
committing fraudulent acts do so while working for 
one or more base period employers. 


In conclusion, the Florida agency feels that through 
the use of the post-audit procedure it can exercise a 
degree of control over fvaud and over-payment which 
would not otherwise be possible, and that while the 
detection of the fraud may be delayed for 5 or 6 months 
after its.;commission, the chance for an individual case 
to slip through undetected is relatively slight. 
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Common Procedures for Detecting Fraud . . 


2. Complaints from Outside Sources 


By W. P. SMITH 


Supervisor, Fraudulent Claims Unit 


Unemployment Compensation Commission of Virginia 


RAUD has always been recognized by the Virginia 
i agenie as an inherent threat to the future progress 

and well-being of the Employment Security 
system. It also has been regarded as an evil that is 
pointed, like a dagger, at the heart of the system— 
the high and worth while purpose for which it’was 
founded a decade and a half ago by the Congress and 
the Virginia General Assembly. 

Past experience indicates that fraud is an ever- 
present danger. It is now certain that a few individ- 
uals always will be brazen or foolish enough to seek 
benefits through fraudulent methods. In this con- 
nection the practice might be likened to a chronic 
disease—it can be checked and held to a harmless 
level, but cannot be cured completely. 

Vigilance, which must be constantly exercised, 
is unquestionably the major factor in removing, or 
at least neutralizing, the threat of fraud. At the 
same time, a factor that must gladden the heart of 
every ES administrator is that the vast majority of 
workers are basically honest and will seek only those 
benefits to which they are entitled by law. 

In detecting and obtaining court convictions of 
fraudulent claimants, this agency has relied primarily 
upon internal sources, such as methodical screening 
of benefit payments against covered employer wage 
records, and by interviewing controls at the local 
office lever. Results have borne out the wisdom of 
this course, but outside sources have made significant 
contributions. In a number of ways complaints, from 
sources outside the agency, have proved valuable in 
leading to the detection of fraud and subsequent 
conviction of the claimant. 

Through the years, employers have proved to be 
among the most helpful allies of this agency in policing 
benefit operations against fraud. As a group they 
have been a fruitful source of tips on fraud in the 
making, and a reservoir of factual information when 
investigations are undertaken. This is logically so 
because the UC law imposes responsibilities upon 
them as a group; and, as a matter of self-protection, 
the covered employer has impelling reasons for 
cooperation. To capitalize upon this, our agency 
always has sought to cultivate the closest cooperative 
relationships with employers. This policy has been 
effectively pursued at all levels of administration, 
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but has been especially emphasized in the community 
where local office personnel has the advantage of 
individual contacts with employers. 


Complaints from employers receive attention with 
all possible speed. It has been shown that a relatively 
good percentage of such calls turn up facts that 
advertently or inadvertently were not available to 
the local office during the handling of a claim. 


This agency’s concern is that employers in general 
may still not be entirely aware of the part they could 
play in fraud prevention. We would welcome a far 
more zealous attitude on their part, and are confident 
that it would increase the risks and therefore deter 
claimants from fraudulently claiming benefits. The 
noncovered groups of employers—agriculture, domes- 
tic service, household, and especially those employing 
less than eight persons—still constitute areas of weak- 
ness in fraud detection. In a number of recent cases 
of fraud uncovered by time-consuming investigations, 
it was shown that the worker deliberately entered 
employment in these ‘‘uncovered”’ fields in an attempt 
to avoid detection, and, incidentally, to circumvent 
the internal system of checking for fraud. Experience 
indicates that in most instances the noncooperation 
of employers in these groups is due largely to a lack 
of awareness of obligations or requirements, but in 
some cases it is unquestionably based on selfish 
motives. 


Coworkers, other claimants, and even husbands 
and wives at times may turn up worth while tips on 
fraudulent filing. These sources are often motivated 
by such things as spitefulness, a desire for revenge, 
or jealousy. Tips sometimes come thick and fast, 
and all must be looked into with some care. Circum- 
stances will dictate the way each case must be handled. 
Sometimes a single telephone call will suffice, while in 
other cases hours of interviewing and research may be 
necessary. 

Self-appointed informers, who make a habit of 
digging up tips on all types of law violations, also 
figure in our fraud-prevention and detection efforts. 
Police departments in most localities have knowledge 
of these individuals and can offer suggestions for 
contacting them if they are not already known to an 
agency investigator. Likewise the police, with their 
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constant observation of the local scene, can and often 
do give tips which frequently lead to evidence of 
fraudulent filing. 

Taxi drivers, landlords, merchants, and officials 
of trial courts—all have turned up with complaints 
or tips that have proved useful in fraud detection. 
Help from these sources not only has served to start 
an investigation, but frequently has turned up facts 
which make prosecution possible. 

Unsigned letters also bring complaints but they 
do not always turn up useful information. They 
frequently are written in an attempt to “get even” 
with some individual. Of the fairly large number 
received by local offices, only a few contain informa- 
tion of any value. Yet, in spite of the work involved 
in checking them, each complaint must be examined 
for validity. 

This is in no wise a complete list of the sources 
of complaints and tips which turn up fraud; any 





Employment Security agency’s fraud control unit no 
doubt could add many more. However, those named 
are representative of some sources which have con- 
tributed to this agency’s fraud control program. 

It is difficult to evaluate these sources, individually 
or collectively. Dealing with them does not lend 
itself to an organized approach as does the formal 
procedure within the agency. The encouraging of 
tip sources has considerable merit, and, on the 
average, will provide a substantial measure of assist- 
ance in the control of fraud. However, the usefulness 
of such sources frequently will depend on the staff 
time and effort that can be spared to check on the 
validity of the information. 

We are certain, however, that the cultivation of 
all possible cooperation from employers, both covered 
and not covered, is a very sound approach to fraud 
prevention and one that will prove more and more 
effective as time goes on. 


3. Industry Surveys Effective in Detecting Fraud 


By ROBERT J. DEAN 


Claims Adjustment Section 


Unemployment Compensation Division 


Michigan Employment Security Commission 


RIOR to July 8, 1947, each employer subject to the 

Michigan Employment Security Act was required 

to file with the Commission quarterly wage 
reports with respect to each of his employees. Because 
an amendment to our act became effective on July 8, 
1947, such quarterly wage reports were no longer 
necessary. An individual’s wages are now reported 
on a request basis, i. e., they are reported only after an 
individual files a new claim for unemployment 
benefits, at which time a request is sent to each of the 
employers for whom he worked during his base period. 

Under the old system, the Commission had a very 
potent weapon for the detection of those individuals 
who had claimed and received benefits during con- 
current periods in which they had been earning wages. 
It was then possible to make a post audit, or matching 
of benefit payment records against the employer’s 
individual wage reports. 

New devices ard techniques for the detection of 
fraud have been developed as a result of this basic 
change in the manner of reporting wages, among 
which is the so-called industry survey. The industry 
survey in Michigan is primarily designed to discover 
claimants who are fraudently claiming and receiving 
benefits, while working for an employer other than 
the chargeable employer. ‘The chargeable employer, 
on the other hand, to whom is sent a copy of each 
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benefit check immediately after it is issued in accord- 
ance with a specific provision of the act to that effect, 
is urged by the Commission to examine the payroll 
record for the week covered by the benefit check to 
determine if the claimant was employed and had 
earned wages that would have made him ineligible for 
such benefit check. Thus, in Michigan, the cross- 
matching of wages and benefit records at this time and 
under the present act involves a combination of tech- 
niques—the industry survey and the check of the pay- 
roll record by the chargeable employer in the light of 
the benefit check copy that he receives. 

While the industry survey appears to be a more 
time-consuming fraud detection technique than was 
the system of cross-matching wage reports with bene- 
fit records prior to the amendment referred to above, 
it has produced such excellent results as to warrant its 
expansion. Originally it was employed only in the 
Detroit area, which normally is the source of approxi- 
mately one-half the number of claims and amount of 
benefit payments for the State as a whole. The 
reason for confining the survey to Metropolitan De- 
troit was because the program was in a more or less 
experimental stage, and could best be handled by the 
State office fraud unit until experience could be gained. 
Through this experience the Michigan agency has 
been able to develop procedures which have permitted 
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the expansion of the program to all the branch offices 
throughout the State. 

This program requires the cooperation of employers 
with the Commission, and the closer such cooperation, 
the better the results. Control of the program is 
maintained by the fraud unit in the State office. Each 
branch office manager is notified by the State office 
when a survey is to be made in the area under his 
jurisdiction. In this way, control may be kept over 
the clerical work entailed in checking the benefit led- 
ger cards in the State office and as a result backlogs 
are avoided. 

The first important responsibility of the branch 
office manager is to select from his staff the individual 
who appears to be best qualified to direct the survey 
in that area. Such a person must have not only a 
very thorough knowledge of the program and the 
unemployment compensation law, but should possess 
technical skill in recognizing potentially fraudulent 
claims, and a high degree of tact. 

After a careful selection of the industries and em- 
ployers which it has been decided will be included in 
a survey, the employer is contacted by the agency 
representative, the whole project is explained to him, 
and a time or date is set which will be most convenient 
to the employer. The employer places at the dis- 
posal of the representative his quarterly social security 
returns. A 3 x 5 slip is filled out for each employee, 
showing his name, social security number and earnings 
in each quarter of the years covered by the survey. 
These slips are then compared with the benefit ledger 
cards on file in the State office for the same period of 
time. If this comparison shows no benefit payments 
in calendar quarters concurrent with earnings, the 
slips are so annotated and set aside. If there is evi- 
dence of overlapping of concurrent benefit payments 
and earnings, the slips are appropriately annotated, 
and further investigation is made of each such case. 

Usually an industry survey in Michigan covers the 
first three of the last four completed calendar years 





George O’Jibway, left, investigator for the MESC, explains to 
George Croft, bowling alley manager, how Ann Brookman, 
MESC clerk, copies employer’s payroll records to be cross- 
checked with benefit account records to determine whether 
concurrent payments were received. 


June 1952 





Records of temporary and part-time workers hired by the city 
of Detroit are centrally maintained in the Office of the Detroit 
Civil Service Commission. An industry survey of such municipal 
employees is now under way. Above, James Mayer, ‘left, 
Detroit Civil Service Commission, welcomes Deane Mock, 
supervisor of the MESC State office fraud unit, who completed 
the survey arrangements. 


of the employer’s payroll records. The benefit 
ledger cards applicable to claims paid during that 
period of time are then on file in the State office and 
consequently are more readily accessible for survey 
purposes. This is so because the ledger cards for the 
most recent year may be out of file for various reasons, 
such as, being processed for a statistical analysis, 
or in the course of being transmitted to the State 
office from the branch offices where the benefit ledger 
cards are initially maintained during the life of the 
claim in view of the decentralized benefit payment 
system that prevails in Michigan. Experience has 
also indicated that it is not feasible to go back more 
than 4 years because of difficulties encountered for 
one reason or another in establishing proper evidence 
of a possible fraudulent claim as a result of the time 
that has passed. ‘Thus, in considering the timeliness 
of apprehending fraud in relationship to when it was 
committed, it is necessary to consider the practical 
operating problems in conducting an industry survey 
that have been referred to above. 

Experience to date with the industry survey indi- 
cates that the criteria to be used in selecting industries 
to be scrutinized include such factors as relatively 
high labor turn-over; the use of casual and part-time 
workers, for the most part; and seasonal character 
of the work. Industries found to be characterized 
by such criteria, include bowling alleys, auto wash 
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Cross-matching benefit payment records with wage records 
obtained in an Industry Survey is a worth-while fraud detection 
device in Michigan. Above, left to right, Delphine Macks, 
Agnes Werner, and Cecilia Kowalski of the MESC fraud unit 
in the State office are engaged in detecting possible fraudulent 
claims through this method. 


racks, warehouses, building contractors, restaurants, 
and theaters. Accordingly, such industries have, for 
the most part, been covered in the surveys conducted 
to date. 

Several surveys were recently completed in the 
Detroit Area. Some 229 employers were covered and 
from a total of 35,116 employees checked it was 





established that 5,094 had filed claims. The results 
were as follows with respect to possible violations of 
the State act: 


No fraud involved, restitution required.............. 372 
Fraud-administrative penalties and restitution........ 316 
Fraud-criminal prosecution..................4-. - 59 
2 eC. on ha a a i a a ara $70,718.50 


In addition, the several industry surveys referred to 
brought to light a number of fraudulent SRA claims. 
After a thorough study and analysis of these cases, and 
where it was disclosed that the veteran was subject 
to the penalties provided in section 1301 of the 
Servicemen’s Readjustment Act, the information in 
119 cases was turned over to the United States District 
Attorney for appropriate action. On the other hand, 
there were 249 cases where it was found that there 
had been no fraud, but restitution was required 
because of erroneous overpayments. The _ total 
amount of restitution involved in such cases was 
$57,806. 

Industry surveys with nonliable employers are 
found to produce similar results as those with liable 
employers. Some individuals were detected receiving 
benefits through misrepresentation, who frankly 
admitted that they had denied having earnings on the 
advice of fellow employees who had knowledge that 
their employer was not subject to our act, and conse- 
quently was not likely to be requested to furnish 
employment and separation information to the 
Commission. 


4, Local Oifice Leads 


By MARLIN A. HUBERT 


Adjustment Supervisor 


Employment Security Commission of Arizona 


HE had a headache and didn’t really care to go out 
S that night, least of all to a demonstration of 

cooking utensils. But her friends insisted, and the 
evening was quite a success, primarily because the 
demonstrator was such a personable, entertaining 
salesman. 

About 2 weeks later, while she was taking claims in 
the Phoenix local office, a man arrived at her counter. 
She accepted his claim, wondering where she had 
seen him before. After the claimant had gone, she 
remembered. He was the demonstrator .of cooking 
utensils that night. So she referred the case to the 


adjustment unit and an investigation was made. ° 


It was found that the claimant was employed full 
time and had been filing fraudulently for almost a 
month. 

Unfortunately, all fraud investigation tip-offs are 
not that easily obtained. If they were, life would be 
beautiful for the claims deputies. As it is, the man 
or woman behind the claims counter has to have 
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plenty of good horse sense, innate knowledge of 
human nature, keen intuition, quick observation, 
plenty of interviewing know-how, and a dozen other 
qualities that are vital in picking up leads on fraud 
cases. 

There are a number of good solid pointers that 
can be used effectively in detecting cases that should 
be investigated for fraud. For example, the glib 
individual with the ready answers, who very quickly 
supplies all the information needed plus more, 
should arouse the deputy’s suspicions. At that 
point, further interviewing may lead to a tip-off. 

In common with the glib talkers are the claimants 
with the pat answers. If the deputy has reason to 
doubt the claimant’s truthfulness, further tactful 
interviewing and cross-examining may bring out 
factors which could be the basis for investigation. 

This brings to mind another helpful pointer. Local 
office managers should make very sure that their 
deputies ‘ are adequately informed of individual 
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Claims deputy interviewing at claims counter in Phoenix 
local office to develop possible local office leads for fraud 
investigations. 


employer requirements in their areas. Sometimes 
good leads can be obtained this way. For instance, 
one of our Phoenix deputies was interviewing a 
claimant who spoke of having contacted a certain 
employer. The deputy casually asked if the Employ- 
ment Service had referred him to this firm. ‘‘Oh, 
no,” the claimant boasted. “I went out to see him 
on my own.” It was obvious immediately that the 
claimant was not telling the truth, because the deputy 
knew that the guards at this particular defense plant 
would not permit a job seeker inside the gates without 
a referral card from the Employment Service. 

There are a hundred and one different things that 
a deputy must be on guard for, and it’s always a 
touchy problem in handling a claimant whose story 
just doesn’t add up. After all, it is very difficult to 
assess disqualification on incredibility, but this factor 
is important in prompting an investigation. In 
cases like this, the deputy is actually relying on 
intuition and instinct, plus necessary knowledge and 
good common sense. 

Recently, a young man came into one of our local 
offices, and in filing for unemployment insurance, he 
listed three minor children as dependents. He did 
not return for about a month, and then came back to 
reopen his claim. On the second visit, the deputy 
asked again for the names of the dependents. This 
time, the claimant gave three different names. Upon 
questioning, he told the deputy that the names on 
the first list were actually relatives, and that he had 
been confused. The 7-year-old boy he listed turned 
out to be a brother in the Army in Korea; the 3-year- 
old daughter was a married sister with children of 
her own; and the 1-year-old child was a married 
niece. 
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Delmore Wood, claims deputy, holding private interview with 
a claimant suspected of illegal filing. Note that the inter- 
view is being recorded. 


The deputy turned this case over to a special 
investigator. When checked, the claimant never was 
able to establish evidence that he had dependents. 


These are just a few of the leads that come out 
of our local offices. Of course, deputies are always 
on the alert for physical evidences of employment, 
such as printer’s ink under the finger nails, grease 
on clothes, etc. But most of our tip-offs come through 
sensing something is wrong, through following up a 
possible discrepancy in a claimant’s story, through 
doubting the credibility of certain statements, and 
through knowledge of employer requirements, other 
payment plans, the different State unemployment 
compensation laws, and the like. 

When a deputy has reason to believe that a claimant 
may be filing fraudulently, he refers the case to 
the Adjustment Supervisor. A special investigator 
is then sent out to track down every possible angle. 
The investigator may have to interview the claimant 
in his home, or check with neighbors or relatives, 
landlords, employers, etc. In one of our recent cases, 
the investigator posed as a person interested in renting 
an apartment which was owned and operated by a 
claimant. In gossiping with tenants there, she dis- 
covered that the claimant spent full time taking care 
of the place, had no hired help, and had an income 
of approximately $800 a month from the 10-unit 
apartment house. 

If the claimant gives the name of some firm or 
individual who hired him for an odd job, the investi- 
gator checks the payrolls if there is any reason to 
doubt the claimant’s story. Frequently it is found 
that the claimant failed to report all earnings or 
all days worked. 
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In cases where availability or self-employment is 
under suspicion, the investigator ordinarily starts out 
by questioning two or three of the neighbors. For 
example, in a fraud case last January, there was 
reason to believe that a certain claimant was self- 
employed as a painter. The investigator checked 
with some of the neighbors and soon found out that 
the man was gone all day, and that he left in a truck 
each morning. She then went direct to the claimant’s 
house. No one was at home, but there were ladders 
and other painting supplies in the back yard. When 
later questioned, the claimant admitted being self- 
employed. 

Incidentally, on the way back from this particular 
trip, the investigator stopped at a service station for 
gas. She recognized the attendant as being another 
of our claimants. His payments were stopped 
promptly. 

Each case to be investigated requires special treat- 
ment, depending upon the individual circumstances. 
Sometimes the investigator must go into establish- 
ments of self-employed claimants on the pretense of 
buying merchandise, or check with schools or public 
utility firms to get addresses. Every once in a while, 
the records of some business have to be subpenaed. 
Again, there are no set rules, and again it depends 
upon the ingenuity, good common sense, and sound 
judgment of the special investigator. 

We have found that timing is very vital. As soon 
as absolute fraud is established, the special investigator 
notifies the local office immediately by telephone, 
instead of waiting to file a regular report. Payment 
is stopped right away, and the claimant’s card is 
tagged. As soon as he reports to file another claim, 
he is confronted with the evidence. With swift 
action taken, the claimant is caught unprepared and 
usually admits fraud. He has no time to think up 
a defense or to leave town. 

Our special field investigations are paying off, 
and so is our emphasis upon training local office 
people to be alert in detecting any indications of 
fraud which should be investigated. Because of 
individual differences in interviewing techniques, 
some deputies are able to detect fraud more easily 
than others, but emphasis upon sound interviewing 
has great value. We have developed a special method 
in our Phoenix Test Office for training deputies in 
the art of interviewing fraud cases. The actual 
interview with the claimant i is recorded by means of 
an unobtrusive microphone (ordinarily covered with- 
a piece of paper) placed on the desk. Both the claim- 
ant and the deputy are informed in advance that the 
interview is being recorded, and, to date, no one has 
ever objected. 

After the interview is completed, the recording 
is analyzed by the local office manager, who evaluates 
the interview on a special check list which covers 
six major items. First, the approach is studied. The 
deputy’s manner is rated for courteousness, friend- 
liness and interest, placing the claimant at ease, 
and using an efficient, businesslike attitude. Next, 
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beginning the interview is considered. This item 
includes determining whether or not an issue exists, 
selecting basic issues, and preventing deviation from 
the issue to be resolved. 

The next item concerns the individuality of cases, 
in which the deputy must recognize individual 
differences in claimants, specific facts involved, or 
the need for additional evidence. ‘Then the question- 
ing methods are analyzed to check if the deputy 
avoided a cross-examining attitude, acquainted the 
claimant with all the facts and issues, avoided repeti- 
tive questions, used language understandable to the 
claimant, and asked clear, consise, direct questions. 
Controlling the interview is next. This item includes 
checking the deputy’s ability to prevent and control 
a rambling conversation with the claimant, and to 
deal effectively with emotional stress. Finally, in 
closing the interview, the deputy is evaluated for 
courteousness and tactfulness, and whether or not 
the claimant was informed of action to be taken and 
his right of appeal. 

Later, the local office manager discusses his evalua- 
tion with the deputy, pointing out where a good 
lead may have been missed, or an approach to use 
in future interviews. Here again, the aid given 
deputies in helping them to develop good interviewing 
know-how is paying dividends in preventing fraud, 
in nipping potential fraud cases at the start, and 
in detecting leads which need special investigation, 





CANADA 
(Continued from page 7) 


Provision is also made for a penalty disqualification 
where fraud or misstatement is apparent but where, 
for lack of admissible evidence or for other reasons, 
prosecution is not desirable. 

The final step in the benefit fraud phase is similar 
to the final step in contribution fraud cases, i. e., 
resort is made to the criminal courts in order that 
claimants guilty of fraud may be compelled to make 
restitution to the fund and as well be subject to the 
penalties provided. Field investigators lay the re- 
quired information and conduct the case in court up 
to a plea of “not guilty.”’ As in the case of contribu- 
tion prosecutions already explained, the field investi- 
gators then ask for an adjournment and Crown Agents 
are appointed to plead the case. 

Contribution rates and benefit rates have strict 
actuarial backgrounds, the sole aim and purpose of 
which are to create a fund that will be adequate in 
itself for Canada’s needs, and to protect the fund at 
all times from unauthorized and unsound withdrawals. 
As has been pointed out, the fund is for benefit 
purposes only and no administrative costs of any 
kind come out of it. The whole framework of the 
act is designed for the protection of the fund. From 
the time of first registration of a new business until 
the ex-employee exhausts his benefit right, checks 
and safeguards are all along the line to ensure that 
the fund receives its proper revenue and suffers no 
improper loss. 
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Sherwood Morrill (right), examiner of 
questioned documents for the Cali- 
fornia Department of Justice, dis- 
cusses with Milton G. Sugg, super- 
vising special investigator, California 
Department of Employment, illustra- 
tions which he plans to use when 
presenting testimony as a_ hand- 
writing expert in the prosecution of a 
violator. 


Methods of Conducting Fraud Investigations 


By JAMES O. REIMEL 


Chief, Investigation Section 


California State Department of Employment 


NVESTIGATIONS Of alleged fraud are expeditions in 
I search of truth. There are many methods of ob- 

taining and assembling evidence to prove or dis- 
prove a willful violation of the law. The California 
agency does not contend the methods of conducting 
investigation as presently employed cannot be im- 
proved. We do believe, however, the techniques now 
used are employed generally by recognized law 
enforcement agencies in the field of criminal inves- 
tigation. 

Before explaining the various phases of conducting 
an investigation, it would be well to point out certain 
extenuating circumstances which must be considered. 

1. Investigators of the Department of Employment 
are not peace officers, and, consequently, have only 
the powers of a private citizen in making arrests. It 
is true, however, that the Unemployment Insurance 
Act grants wide powers to the administrator in ob- 
taining access to employment records, and _ these 
powers have, in general, been delegated to persons 
employed as investigators. 

2. The public, the courts, the prosecutors, and 
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other public officials have viewed for many years the 
payment of unemployment insurance benefits as a 
social welfare act and the recipients of some as being 
underprivileged and entitled to a greater degree of 
consideration even though the law has been violated. 

3.:The California Unemployment Insurance Act 
provides that willful violations are misdemeanors in 
California. Thus complaints alleging criminal viola- 
tions must be filed within 1 vear of date of violation in 
California. This means that detection, investigation, 
and preparation of evidentiary material must be com- 
pleted and presented within 1 year after date of 
alleged violation if prosecution is desired. Of neces- 
sity, short cuts in the general investigation process are 
adopted wherever possible. 

Most cases investigated concern claimants who were 
employed and had earnings and at the same time 
obtained benefits to which they were not entitled by 
law. This type of case is referred to as a “‘working 
violator case.’’ ‘The investigator, when assigned to 
such a case, normally receives the following infor- 
mation: (1) the name and address of the employer; 
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and (2) the schedule of benefit payments made to the 
claimant. 

The investigator must then obtain facts relative to 
the following conditions: (a) Did the claimant obtain 
benefits during the period in question? (4) Was the 
claimant employed during the period he obtained 
benefits? (c) Did the claimant report earnings? (d) 
Were the actions of the claimant willful in attempting 
to obtain benefits to which he was not entitled? 


Did the Claimant Obtain Benefits During 
a Certain Period? 


One of the best ways of finding out whether the 
claimant obtained benefits during a certain period 
is to put the question directly to him. A direct 
question may bring one or a combination of the 
following types of answers: (1) The claimant can’t 
remember; (2) the claimant did not receive them; 
(3) the claimant did receive them; (4) the claimant 
refuses to discuss the issue. 

Let us assume that the claimant desires to conceal 
the fact that he did receive benefits. ‘The investigator 
must then attempt to obtain proof that the claimant in 
fact did get the benefits. To do this, he may take the 
following steps: 

(a) The examiner who authorized payment of bene- 

fits to the claimant is questioned to ascertain whether 
the examiner recalls the claimant and the dates of 
payment, or whether any circumstances ia connection 
with the authorization causes the examiner to be able 
to recall and identify the claimant as having appeared 
at the local office on a certain date, and as having been 
the person to whom payment was made. 
' Extreme caution must be exercised in accepting 
the statement of an examiner that he or she could 
identify a particular claimant as having been paid 
benefits at some certain date in the past. Most 
examiners authorize payment of benefits to several 
hundred claimants during the course of a week. Re- 
cently a claimant who was alleged to have obtained 
benefits illegally went to trial in a metropolitan area. 
The claims examiner, who was alleged to have 
authorized payment to the claimant on a certain date, 
arrived at the trial somewhat late and had no oppor- 
tunity of discussing the case with the prosecutor prior 
to the time she was placed on the witness stand. 
This examiner had before trial stated to the investigator 
that she could identify the claimant and could also 
recall the specific dates of benefit payments. Shortly 
after being placed on the witness stand, the defense 
counsel asked the examiner to identify the claimant 
then on trial. The examiner without hesitation 
pointed to a trainee investigator who was in court 
that day only for training and who had never filed a 
claim for benefits at any office. The defendant claim- 
ant was, of course, acquitted. 

(6) If the payment was made in cash to the claimant 
(some California offices pay cash), the cashier whose 
“paid” stamp appears on the certification form is 
questioned to ascertain if some unusual circumstance 
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occurred to cause the cashier to recall the instance 
of payment. It is rare, however, that a cashier who 
pays many hundreds of claimants each day is able to 
identify a claimant. 

(c) If benefit payment was made by check, the 
original checks are obtained and examined to ascer- 
tain the identity of the bank, business concerns, or 
individual who cashed the check for the claimant. 
In some cases, checks are cashed at grocery stores 
where the claimant is well known and where the 
grocer is able to identify the claimant as the person 
who cashed the check. In some rare instances, 
benefit payment checks have been deposited in a 
savings account at the claimant’s bank, while in less 
rare cases, benefit checks have been deposited to 
checking accounts at local banks. These transactions 
make possible the introduction of additional docu- 
ments and direct testimony to prove payments of 
benefits. Certain commercial check-cashing establish- 
ments require the claimant to identify himself. 
Identifying data placed on checks by cashiers assist 
in memory refreshment of the cashiers. 

(d) In many cases, the claimant denies the hand- 
writing on certification- forms or benefit payment 
check endorsement to be his own, and alleges a person 
other than himself signed the documents. It then 
becomes necessary to obtain a sample of the suspected 
claimant’s handwriting for purposes of comparison 
with the signature on the questioned documents. 
The services of a nationally known examiner of ques- 
tioned documents, presently employed by the Cali- 
fornia State Department of Justice, are available to 
the California State Agency. 


Was the Claimant Employed During Periods of 
Benefit Payments? 


A mere letter or telephone conversation from the 
employer alleging employment of the claimant during 
a particular period is not deemed sufficient. The 
following facts in connection with the employment 
are desirable and in most cases necessary in the event 
the claimant denies such employment at trial: (1) 
The full name and address of the employer; (2) the 
name and address of the immediate supervisor of the 
claimant if the claimant was not supervised by the 
employer; (3) the exact occupation and place of 
occupation of the claimant during the alleged employ- 
ment; (4) the exact dates and hours of employment; 
(5) the rate of compensation and dates of payments 
of wages to the claimant. 

It is preferred that the investigator handling the 
Case pay a personal visit to the employer or his rep- 
resentative so that the employer may be interviewed, 
and affidavit or signed statement obtained from him, 
and also that the investigator examine payroll and 
attendance records which indicate employment of 
the claimant. Payroll data and canceled checks 
showing wage payments should be properly identified 
by the investigator since he may later have cause to 
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assist the prosecutor in producing these documents 
as evidence of employment. 

Based on payroll records and certain other docu- 
ments and witnesses, a claimant was brought to trial 
a few weeks ago in one of California’s industrial 
communities. The employer’s accountant testified 
the claimant had worked during certain days. The 
accountant could not testify that he had observed 
the claimant actually on the job. The foreman, under 
whose supervision the claimant worked, was not 
available as he had recently been called to the armed 
services. The claimant denied such employment and 
stated the canceled payroll check did not have his 
signature as endorser. The prosecutor was not pre- 
pared to introduce the testimony of an expert in 
questioned documents to identify the handwriting on 
the payroll check endorsement as that of the claimant. 
The prosecutor asked for a recess. During the recess, 
an investigator proceeded with haste to the factory 
where the claimant was alleged to have been employed. 
Fortunately, this particular factory required ‘its 
employees to wear identifying photos on the job. 
The photo worn by the claimant had been surrendered 
to the employer when the claimant’s job terminated. 
This photo and its custodian were picked up by the 
investigator, returned to court, and the trial resumed. 
After proper identification, the photo was introduced 
as evidence that the claimant had been an employee 
of the company concerned. The claimant was 
convicted. 


Without the photo, the testimony of a questioned 
document analyst to identify the endorsement of the 
payroll check as being in the handwriting of the 
claimant, or the testimony of some person who had 
observed the defendant on the job, the claimant 
would probably have been acquitted. 


It is a rare occasion indeed when an investigator 
is fortunate enough to actually observe a suspected 
claimant at work. Witnesses to such employment, 
such as a fellow worker, a timekeeper, a foreman, or 
a medical attendant, must be interviewed and their 
information condensed to writing in statement form 
if at all possible. Documents such as time cards, 
appointment papers, medical examination papers, pay- 
roll ledgers and accounts, and payroll checks must 
be examined. It is usually advisable to pick up 
from the employer payroll checks bearing the suspect’s 
alleged signature. Receipts for documents must 
always be left with the employer surrendering any 
document. 


In making employer visits for the purpose of 
gathering evidence and information which may later 
be used in a criminal prosecution, the investigator 
must exercise the best judgment possible. A few of 
the don’t’s are as follows: 

1. Do not criticize the employer’s recruiting or 
accounting system. 


2. Do not engage in loose talk concerning possible 
prosecution of the claimant. It’s always possible 
the claimant may be a relative of the employer. 
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3. Do not waste the employer’s time by engaging 
in useless conversation. 

4. Do not lose patience and show lack of courtesy 
even though the employer expresses resentment for 
being bothered by ‘‘another governmental agency.” 

5. Do not try to answer questions relative to sections 
of the unemployment insurance law concerning which 
you have no definite knowledge or information. 

6. Do not tell the employer you will keep the 
information confidential if you know that you cannot 
do so. 

7. Do not accept gifts or favors from employers 
or other persons who are being interviewed for the 
purpose of obtaining evidence. 

In only one instance out of a total of many thousands 
of cases investigated has the Investigation Section 
found it necessary to prepare and present a subpena 
duces tecum to obtain records from an employer. 
Investigators in the California State agency have 
been authorized by the Administrator to issue 
subpena duces tecum where necessary. 


Did Claimant Report Employment and Earnings? 


It is much less difficult to obtain evidence or 
information concerning the fact that a claimant was 
actually employed or that he obtained benefits than 
it is to obtain evidence concerning whether he 
reported to a claims examiner that he had worked 
and received earnings during periods when benefits 
were paid. 

While it is true that the claimant is required to 
affix his name to a certification form on which is 
printed certain questions requiring an affirmative 
or negative answer, a defense may be raised by the 
claimant that he or she did not read or understand 
the document for many reasons. Some courts and 
jurors have held reasons as given by the defendant 
claimant as good and valid while other courts and 
jurors have found a similar explained reason as 
invalid. 

Procedures require examiners to inquire verbally 
of the claimant, prior to authorization of a benefit 
payment, certain information concerning condition of 
employment or unemployment. Let us take one 
of the required questions for an example. The 
examiner is required to find out if the claimant was 
employed during a certain period covered by the 
certification. One way of asking the question could 
be ‘You didn’t work last week did you?” The 
question is leading and a claimant could easily, 
without much thought, answer ‘‘no”’ even if he had 
worked the last week. Another way to ask the 
question would be ‘“‘Were you employed during the 
7 days ended Saturday, January 10, 1949?” This 
question requires some thought on the part of the 
claimant before answering and would normally 
cause an honest person to tell the truth. Under the 
best of conditions there will be some claimants who 
will try to obtain benefits to which they are not 
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On-the-spot questioning of claim- 
ants frequently elicts information 
which would not have been dis- 
closed in a formal interview in the 
local office. Shown here, Robert 
L. Prosser, supervising special in- 
vestigator in charge of the Cali- 
fornia Department of Employment 
investigation activities in the San 
Joaquin Valley, interrogates a 
claimant who has been reported to 
be operating his own ranch while 
claiming benefits. 


entitled by making false and misleading statements 
or by devious answers or omissions when questioned. 

A few months ago in a California city, a claimant, 
having been charged with making a false statement 
in connection with his claim for unemployment 
insurance, went to trial and alleged in defense that 
while he had signed the certification form he did not 
read it nor was he asked any questions concerning 
whether he was employed. Defense counsel produced 
the certification forms in question and displayed them 
before the jury. The certification forms are in reality 
prepunched tab cards. Defense counsel pointed out 
that some difficulty might be experienced in reading 
the questions because of the holes in the prepunched 
card. The jury seemed convinced that reading the 
card would be difficult. The examiner who author- 
ized payment to the defendant was called as a prose- 
cution witness. She testified she asked all required 
questions of the claimant on a particular date con- 
cerning a particular certification form and that she 
recalled the incident and could identify the claimant. 
On cross-examination she was asked if she could 
identify the claimant who appeared at her window 
at the office just prior to the appearance of the 
defendant, and the identity of the claimant who 
appeared at her window just subsequent to the 
appearance of the defendant. She answered that 
she could do so. She was then asked to make identi- 
fication of the two persons concerned. After some 
hesitation, she turned to the court and inquired of 
his honor if she need answer the question since an 
answer would be divulging confidential information. 
The court and the jury, being impressed by this spur 
of the moment finesse, found the defendant guilty. 

In another instance the examiner was able to iden- 
tify the claimant defendant as a person she had 
questioned several months before the trial. She re- 
called that he was usually somewhat “under the 
weather” but never to such an extent as to warrant 
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disqualification for not being able or available for work. 

It is almost impossiblé for an examiner to state 
honestly that he or she asked routine and required 
questions of a particular claimant at some particular 
date some months previous. Some courts permit prose- 
cutor to show that normal procedures require that 
the claimant be asked certain questions while other 
courts hold that normal working procedures are not 
valid as evidence that questions were asked. 


Were the Actions of the Claimant Willful? 


In the final analysis, the decision as to whether the 
claimant willfully and knowingly violated the law is 
left with the court and/or jury. It is not feasible, 
however, to present every case of overpayment to a 
prosecutor for possible prosecution. It has long been 
recognized that administrators and law enforcement 
agencies must adopt certain standards and screening 
processes so that only cases where there is strong 
possibility of willful intent to defraud will finally come 
to the attention of the criminal courts. 

The investigator who conducts an investigation is 
not only permitted but required to make a specific 
recommendation as to final course of action to be 
followed after all available facts are obtained. It does 
not necessarily follow that recommendations are 
always followed, but normally they are. If the inves- 
tigator recommends that the case be presented to a 
public prosecutor, it means that the investigator in 
his opinion has applied certain standards and has 
obtained sufficient evidence to cause a prudent per- 
son to believe that the claimant had demonstrated 
willful intent to defraud. 

Following are some circumstances which would lead 
the investigator to the conclusion that the claimant 
demonstrated willful intent to obtain funds to which 
he was not entitled: 

1. The claimant told his neighbor that it was very 
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simple to get an extra few bucks by just telling the 
“unemployment people” that “I can’t find a job.” 
The neighbor has knowledge that the claimant is 
fully employed and is willing to testify that the claim- 
ant had a conversation with him concerning the 
circumstances. 


2. The claimant makes a deal with his employer 
whereby the employer is to pay him in cash and is not 
to show him on the regular payroll nor is the employer 
to make required tax deductions from earnings. The 
employer informs the investigator that he, the em- 
ployer, will be willing to testify as to conversations 
with the claimant. 

3. The claimant appears at a local office of the 
Federal Security Agency and obtains a new Social 
Security number under a false name and, when he 
secures a job, uses the false name and new Social 
Security number. There is indication in this case 
that the claimant is attempting to avoid detection. 


4. The claimant has a job in a machine shop. He 
takes off every Monday afternoon and tells his fore- 
man that he is required to take his wife to the doctor 
every Monday afternoon. The foreman so advises the 
investigator who finds the claimant unmarried. The 
foreman is willing to testify as to his conversation 
with the claimant. The claimant, in reality, had 
taken off every Monday afternoon to call at a local 
office for his benefit payment. 


5. The claimant who has a job as a delivery truck 
operator is observed concealing the truck he operates 
in an alley six blocks from the local office each 
Thursday when he reports for his benefit payment. 
A businessman notices the concealment of the truck 
which arouses his curiosity to the point where he fol- 
lows the claimant to the office and learns the true 
story. ‘The businessman is willing to testify. 


The alert and persevering investigator is able to 
find many acts of commission and omission on the 
part of a suspect which may lead to the conclusion 
that willfullness was intended. 


Interviewing the Suspect 


The suspected claimant is normally the last of a 
chain of persons to be interviewed relative to an 
alleged violation. It would be folly for an investi- 
gator to interview a suspected claimant if the investi- 
gator did not have a rather extensive knowledge of 
the activities of the claimant. It is only reasonable 
to believe that if the claimant presented false and 
misleading information to the local office examiner, 
he would likewise attempt to repeat such activities 
with the investigator. 


Suspects are interviewed usually at their conven- 
lence, as to time and place. The California agency 
tries to arrange interviews so that suspected claimant 
will not have to travel excessive distances. While 
the ideal location for an interview is a private office, 
we sometimes interview persons outdoors on their 
farms, at other places of business, or in their homes. 
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At the outset of an interview, pencils, writing pads, 
typewriters, notebooks, and brief cases are not in 
evidence. Notes are not taken during the prelimi- 
nary discussion with the suspect. As the interview 
progresses, the “ice is broken,’ and the suspect 
placed at ease, notes are taken and information 
gathered. After the suspect has apparently given all 
the information on the subject that he possesses, he is 
asked if he will permit the investigator to reduce the 
the conversation to a written statement for his 
signature. He is told that a written statement is not 
compulsory and that he need not sign the completed 
statement if he does not wish to do so. The investi- 
gator also informs him that he has no authority to 
grant immunity from possible criminal prosecution. 

It is preferable that the statement should be in 
the suspect’s own handwriting, but in most cases, 
investigators feel it necessary to write or type it for 
the suspect’s signature. Purposely, the investigator 
makes a few errors in spelling and content so that 
when reading the statement the suspect will indicate 
corrections. Whea the investigator makes these cor- 
rections he asks the suspect to initial them. Thus, 
the initials of the suspect within the body of the 
statement become rather convincing evidence that 
he has read the statement and has been permitted 
to make such changes as he desires. 

Written statements are obtained from as many sus- 
pects and witnesses as are willing to give them. 
Investigators of the agency are well aware of that 
provision in the Fifth Amendment to the Constitution 
of the United States which reads in part as follows: 
‘** . . . nor shall be compelled in any criminal case 
to be a witness against himself . . . ” Invistigators 
have the power to administer oaths and take deposi- 
tions. The statement of a suspect under oath wherein 
he acknowledges wrongdoing has a deep effect upon 
the suspect. It is rare indeed that a claimant will 
not plead guilty to a charge of having willfully violated 
the act when he has, previous to arraignment, acknowl- 
edged a violation in a statement under oath. 

In taking a statement under oath, a good investi- 
gator is guided by experience and training. A few 
of the pitfalls he must avoid are: (a) Never promise 
the suspect immunity or reward; (b) Never advise 
the suspect that he will or will not be prosecuted; 
(c) Never detain the suspect by force or intimidation; 
(d) Try to avoid taking a statement without a witness; 
(e) Never advise the suspect that the suspect may 
reimburse the Department and avoid future trouble; 
(f) Never lose patience and threaten a suspect. 


In July... 


“Local Office Management Meets Changing 
Demands.” 

















PUBLICHTY 
AS A DETERRENT 
TO FRAUD 


By J. C. JOHNSEN 
Informational Supervisor 


Division of Employment Security, Jefferson City, Mo. 


PLANNED public relations and publicity program 
A to combat fraud in unemployment insurance has 
“Show Me State”’ of 
The State has the facts to demonstrate how 
“‘chiselers” in unemployment insurance melt -away 
under the glare of an organized publicity spotlight. 

Summarized, here are the accomplishments of the 
State’s campaign against fraud: (1) It resulted in 
swift declines in fraud cases and the amount of losses; 
(2) it restored general public confidence in the agency; 
(3) it brought the agency voluntary cooperation from 
employers and business organizations, from workers 
and labor unions; (4) it helped the employment 
service achieve spectacular placement gains through 
greatly improved employer relationships. 

At the outset it must be stated that Missouri’s 
employment security program had a very low level 
of public acceptance. Employers in great numbers 
paid their taxes to support the program—State and 
Federal—but adopted a “hands off’ attitude toward 
the functions of the administrating agency. They 
would not cooperate except when compelled by law 
or regulation. Labor leaders felt the agency wasn’t 
cooperating as it should. Honest workers were 
grumbling because they were of the belief ‘‘chiselers”’ 
were being paid benefits almost without question. 

In a private business or public agency, public 
relations is either good or bad. There is no middle 


proved its worth to the 
Missouri. 


ground. In the case of the Missouri Division of 


Employment Security, public relations definitely was 
bad and the division had no public relations program. 


As a result, people had little or no understanding of 


its purposes or functions. 

There may be those engaged in the employment 
security program who feel that publicizing the ‘“‘chis- 
elers” is detrimental. Missouri’s experience should 
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Also a Builder of Good Public Relations .. . 








J. C. Johnsen, informational supervisor for the Missouri Division 
of Employment Security, planned and produced the material 


for the State’s drive against “‘chiselers” in unemployment 
insurance. On his desk are five thick volumes of newspaper 
clippings, results of the antifraud publicity campaign. 


at least give these and other doubters some reason to 
believe that publicity actually is a deterrent to fraud. 

The value of publicity in a campaign against unem- 
ployment insurance fraud is demonstrated in the 
voluntary ‘‘tips’”? which have come to the agency from 
honest workers who detest the “‘chiseler.”” They are 
the citizens who believe in fair play—in governmental 
equality in a democracy, if you please. All of which 
brings to light what has been known all along by those 
in the credit business—only a very small percentage 
of Americans are dishonest or “‘deadbeats.”’ 

The experience of the Missouri Division of Employ- 
ment Security since the beginning of the second quar- 
ter of 1949 should be ample proof as to how wrong it 
really is to turn a public program away from the values 
of planned public relations and publicity campaigns. 

What brought on the campaigns? ‘To begin with, a 
change in administration recommended that immedi- 
ate action was necessary to improve its public relations. 

The first move was to determine how the division 
could be made to function so as to “‘win friends and 
influence people.” Studies reviewing the agency’s 
problems followed. This took time. Suffice it to say 
that when the “blue prints” were ready and the recon- 
struction period had arrived, the plans called for a 
public relations section under the guidance of an 
informational supervisor. 

A policy of utter frankness was adopted. Anything 
the press, the radio, or the public desired in the way 
of information was to be given promptly, fully, and 
honestly, provided the law permitted. 

Press releases were dispatched to newspapers and 
radio news commentators throughout the State. How- 
ever, the releases were issued only at the times when 
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This “robot detective” in the 
MDES in Jefferson City, Mo., com- 
pares employer wage reports on 
individual workers with their 
benefit payment cards. Those 
having the same social security 
number are automatically flipped 
out into a “suspect” channel. 
Each case is carefully checked for 
possible “‘chiseling.” 
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the news was of worth-while public interest and 
merited press attention. 

The help of every available public relations device, 
and every publicity outlet, was sought. These 
included newspapers, pamphlets, placards, blotters, 
handbills, letters—-even electric neon signs. Radio 
stations carried more than the bare news of the 
activities of the Missouri Division of Employment 
Security. Interviews with the director and personnel 
were aired. These programs unfolded to the people 
the purpose of employment security, what it meant 
socially and economically to the workers, the em- 
ployers, the community, the State, and the Nation. 

The director swung around the State on speaking 
tours. He appeared on as many as three radio 
stations in 1 day, in spots more than 100 miles apart. 

The publicity spotlight was focused on what was 
diagnosed to be a cancer gnawing at the backbone of 
the employment security program in Missouri. 
Sights were aimed directly at the target of unemploy- 
ment insurance fraud—at the “chiseler.”’ 

The publicity dramatized how the fraud detection 
work was conducted by the agency. The stories 
described how a clickety-clackety electric machine 
collated wage reports of the employers on their 
individual workers against benefit payment cards of 
the same workers. The articles related how the 
worker’s social security number was ‘‘a sure giveaway”’ 
if he received unemployment insurance benefits 
while being paid wages in employment. 

The electrical collater became widely known as 
the “robot detective’ which turned up potential 
“‘chiselers” in unemployment insurance in great 
numbers. The division produced an_ illustrated 
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matrix feature telling how the mechanical device 
used social security numbers to find evidence for the 
human sleuths on which to jail the ‘‘chiselers.” 

This mat feature was sent to newspapers in proof 
form, offering the mat only if they could use it. 
Metropolitan newspapers were provided with the 
story and pictures so they could make their own cuts. 
As a result the press clipping service found the feature 
appeared in at least 64 newspapers in 52 cities 
throughout the State. 

This illustrated matrix feature whetted the press 
appetite for future developments. The city editors 
were awaiting for the big bite when the investigators 
came up with the information which led to police 
action and prosecutions. A total of 173 persons were 
convicted and sentenced to jail terms. Naturally 
priceless editorials of praise followed in the wake of 
all the news these actions produced. 

The publicity volume grew until some of our agency 
supervisors became fearful we might be scaring off 
honest claimants to unemployment insurance benefits. 
This is doubtful, but to offset that possibility state- 
ments were issued advising people the agency was 
only seeking out the crooks, and that honest claimants 
need have no fear in filing claims. 

To keep the employer informed, he was advised by 
letter on every occasion that his account was credited 
with the amount of any benefit payment fraudulently 
collected, or restoration of any type of overpayment. 

We are satisfied people of Missouri today, generally, 
have a better understanding of the employment 
security program. Workers know better than ever 
before they are not paying the tax for unemployment 
insurance. They know what their rights and privi- 
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They know first-hand the results 
of the MDES drivea gainst “chiselers” in unemployment insur- 


They’re sold on publicity. 


ance. Before them are some of the news releases, radio scripts, 
and newspaper clippings on the antifraud campaign. Left to 
right: Alfred S. Forsythe, chief of benefits; Mrs. Gertrude Fair, 
claims supervisor, central office, Jefferson City, and Edgar M. 
Hayward, administrative auditor. 


leges are under the law. They are fully aware of the 
consequences of trying to collect benefits irregularly. 

The employer also knows the agency is only too 
glad to serve him in every way possible—whether it 
be safeguarding his unemployment insurance reserve 
fund, or helping him with his labor recruitment 
problems. Furthermore, all the people are well 
acquainted with what the agency has done—and is 
doing—in behalf of the physically handicapped, the 
veteran, the farmer, the unemployed person. 


Staff Turnover Costly 


Important in any public relations campaign in 
behalf of any business is its personnel morale factor. 
It was a division problem. Through staff develop- 
ment programs, informational booklets, better wages 
and working conditions, personnel turn-over dropped 
from 45.7 percent in 1949 to 21.8 percent in 1951. 
Personnel turn-over is a costly operating item. It 
also is a most important factor in dealing with cus- 
tomers, because trained workers naturally can do 
a better job serving people than a beginner. 

How do we value the worth of the public relations 
and publicity campaigns in behalf of the Missouri 
Division of Employment Security? One answer 
appears in dollar statistics. In the 10-year period, 
January 1, 1939, to December 31, 1948, unemploy- 
ment insurance payments made to claimants totaled 
$91,513,422, and discovered fraud over that time 
amounted to $446,575. Naturally there wasn’t any 
fraud detection campaign at that time, so the per- 
centage of discovered fraud for the 10-year period 
amounted to 0.48 percent of total payments. 
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In 1949, the year the agency launched its campaign 
against fraud, $22,563,138 was paid out in unemploy- 
ment insurance. Discovered fraud for the year was 
$575,960, or $129,385 more than in all of the 10 
preceding years. The percentage of discovered fraud 
jumped to 2.55 percent for the single year. 

You don’t need a chart drawing to understand what 
followed. The public by now was aware the division 
meant business in its war on fraud. Unemployment 
insurance payments in 1950 totaled $19,898,902. 
Discovered fraud dropped to $177,210. This was 
0.89 percent of the total-benefits paid. 

The 1951 story was one of continued decline in 
discovered fraud. The unemployment insurance pay- 
ments were $12,131,721. Discovered fraud amounted 
to $76,852, or 0.63 percent of total benefits. 

Another gage of improved public relations and 
the value of publicity is reflected in the employment 
service records. For instance, nonagricultural place- 
ments in 1949 totaled 80,730; in 1950 there were 
121.498 placements; in 1951 there were 168,012. 

While unemployment was heaviest in 1949 and the 
early part of 1950, there still is another way of 
measuring the results. Take the national scene, and 
we find placements for all States in 1951 totaled 
6,467,213, representing a national increase of 16.5 
percent over the 5,552,338 nonagricultural place- 
ments in 1950. 

Missouri’s 168,012 nonagricultural placements in 
1951 showed an increase of 38.3 percent over the 
121,498 in the State in 1950. Increased placements 
in the State were 132 percent greater than the national 
percentage of gain. The national roundup put Mis- 
souri in tenth place in placements, and this occurred 
despite the fact that in 1951 Missouri suffered its 
worst flood disaster in history. 

Finally, what good public relations achieved for the 
agency in 2 years’ time is underscored in the fact that 
the Missouri legislature last year enacted an entirely 
new employment security law. 

This new law privided new alternate tax rate 
schedules for employers. It provided new maximum 
benefits of $25 weekly for a maximum duration of 
24 weeks. There also was a provision to distribute to 
employer balances about $21 million in credits, 
which had accrued over the years through interest 
earned, ‘‘dead” accounts, etc. This had the effect of 
cutting the average tax rate for employers to about 
one-half of what they paid last year, a tax savings of 
about $15 million in 1952. 

Labor supported the new legislation. So did 
Associated Industries of Missouri, the State Chamber 
of Commerce, and some local chambers. Republicans 
and Democrats joined in sponsoring the bill. It passed 
the Senate without a dissenting vote. —The House 
approved it almost unanimously. 

Such a demonstration of public acceptance proves 
what can be done when you look to your public 
relations, when you give the people facts that keep 
them informed, and when you improve your own 
agency’s personnel patterns and policies. 


Employment Security Review 

















Prosecution—Deterrent to Fraud .. . 


Cooperation of Law-Enforcing Authorities 


By JOHN F. MCCARTHY 
Chief, Special Investigatioi.s Section 


Division of Unemployment Compensation, Chicago, Ill. 





NE of the most im- 

portant phases of 

any fraud program 
is the prosecution of 
claimants who have il- 
legally obtained benefits 
to which they were not 
entitled. The detection 
and prevention of fraud 
are major aspects of the 
program, but emphasis 
should be placed upon 
prosecution as an impor- 
tant deterrent of fraud. 
The Illinois Agency has 
given serious thought to 
this phase of the program, 
and has made a study of methods to be used in se- 
curing the cooperation of law-enforcing authorities. 

To present a clear picture of the role of the special 
investigations section in the assistance rendered in 
the prosecution of claimants, it is well to describe the 
organization of the fraud section. 

The fraud section of the Illinois Agency reports 
directly to the commissioner and assistant commis- 
sioner, and acts independently of the operating sections 
of the division. 

The section has a supervisor and a number of 
deputy investigators located in the metropolitan area 
of Chicago and throughout the different counties of 
the State. Other personnel consist of clerical and 
stenographic staff. ‘The fraud section has been placed 
in close proximity to the attorney general section. 
The advantage of this close physical relationship can 
readily be seen after an explanation of the organiza- 
tion of the attorney general section and its duties 
in the prosecution of fraudulent claimants. 

In Illinois, the attorney general is an elective 
official. Assistant attorneys general are appointed 
and assigned to the Unemployment Compensation 
Division to handle both criminal and civil matters 
affecting the agency. This section is supervised by 
one of the assistant attorneys general. Due to the 
close proximity of the fraud section and the attorney 
general section, it is convenient to assist the assistant 
attorneys general in obtaining evidence, witnesses, 
documents, and in general, any assistance necessary 
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in the prosecution of fraudulent cases. Furthermore, 
it is a small matter to discuss inventories of criminal 
cases charged to the attorney general’s section from 
the fraud section, and especially those cases where 
the statute of limitations has a short period to run. 


Duties of Attorney General in Fraud Cases 


After the special investigations section has made a 
complete investigation and has determined that the 
claimant should be prosecuted, a brief is prepared 
by the special investigations section containing the 
name of the claimant, social security number, statu- 
tory provisions involved, findings of fact, claim history, 
and certificate of earnings. The brief is then rendered 
to the attorney general’s section for prosecution. 

In the Chicago area, the attorney general files all 
criminal informations in the county court of Cook 
County, and these prosecutions are handled by an 
assistant attorney general. All other prosecutions, 
outside of Cook County, are handled by the attorney 
general’s office through the State’s attorney in the 
county where the crime was committed. 

It should be pointed out that the criminal infor- 
mations are mimeographed forms, and the information 
submitted in the briefs from the fraud section is typed 
onto the criminal informations. In areas outside of 
Cook County, the criminal information, together with 
the affidavit of earnings from the employer, and a 
letter of instruction to the State’s attorney, is sent to 
the State’s attorney in the county having jurisdiction. 

When the attorney general’s section refers a case 
to the State’s attorney for prosecution, a memorandum 
reciting this fact is sent to the fraud section, where 
special file is maintained containing all criminal 
informations on file in the various counties. 

After the criminal information form is filed, the 
fraud section endeavors to have the claimant prose 
cuted as soon as possible. This is accomplished by 
having a deputy investigator call upon the State’s 
attorney to ascertain the status of the case. In some 
instances the State’s attorney will report the sheriff's 
office has been unable to locate the defendant for the 
purpose of serving a capias. The deputy investigator 
will check the known addresses of the defendant and 
also the agency -wage records to obtain the present 
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employer and new address, and will notify the State’s 
attorney and sheriff's office of any change. 

When the defendant pleads “Not Guilty,’ the 
deputy investigator will offer his assistance to the 
State’s attorney in obtaining photostats of any evi- 
dence necessary, and also arrange for agency personnel 
and employers to bring in their payroll records and 
testify at the trial. The deputy investigator will also 
endeavor to obtain publicity on the day of the trial. 

The mere fact that a deputy investigator from the 
agency calls upon the State’s attorney indicates the 
State’s interest in prosecuting of fraudulent claimants. 
It should also be borne in mind that the attorney 
general’s section does not have sufficient staff to make 
personal calls upon State’s attorneys, due to the large 
volume of criminal and civil cases pending. 


Problems in Law-Enforcing Offices 


Office of State’s Attorney.—sIt has been the experience 
of this agency that in some instances the State’s 
attorneys were reluctant to prosecute agency fraud 
cases. In order to secure the cooperation of all the 
State’s attorneys in IIlinois, it was considered advisible 
to present the problem to the executive secretary of 
the Illinois Association of State’s Attorneys. ‘This 
individual gave excellent cooperation and prepared 
a form letter which was sent to all State’s attorneys. 
He pointed out that in his work with the legislature, 
one of the objections he found was the lack of cooper- 
ation between the State’s attorneys and the various 
departments of the State government, in particular, 
the Unemployment Compensation Division. He fur- 
ther stated that in the interest of complying with leg- 
islative requests, he promised the legislators that the 
State’s attorneys would cooperate and do everything 
possible in prosectuing the pending fraud cases. The 
agency furnished the executive secretary with the 
number of cases pending in each county. He em- 
bodied this information in his letter, and as a result, 
the agency received excellent cooperation from the 
various State’s attorneys. 

Another problem confronts the agency when there 
is a political change in the offices of the various 
State’s attorneys. The agency has found that the 
successor State’s attorney needs assistance in ascer- 
taining the status of the cases and, in general, advice 
about the provisions of the law and agency procedures. 

The agency experience has proved that personal 
contacts and liaison work between the agency and 
State’s attorneys has contributed, in no small measure 
to the number of prosecutions obtained. — 

During the fiscal year ending December 31, 1951, 
the Illinois agency, through the attorney general 
section, filed 1,883 criminal informations, of which 
1,679 were filed in Cook County, and 204 cases in the 
various other counties. A total of 888 of these cases 
were disposed of by the courts. 

It can readily be seen that a back-log will soon 
develop if closer contact is not obtained with the 
various law enforcing authorities. |; ¥g 
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Sheriff's Office—A major reason for a back-log of 
cases in the courts is due to the failure of the sheriff’s 
office to serve the capias upon the defendants. The 
sheriff’s office, in the Cook County area, has a large 
volume of work and as a result of the large number of 
cases filed by the agency, it was deemed advisable to 
assist it in locating present employers and, addresses 
of defendants. Due to economic conditions and other 
factors, defendants in the Chicago area are continu- 
ally changing employment and addresses. 

A representative of the agency called upon the 
chief deputy sheriff in the Cook County area to work 
out a solution to speed up the serving of the capias. 
The procedure followed in the sheriff's office was as 
follows: 

The county clerk’s office would forward the criminal 
information and original and duplicate writs to the 
sheriff's office. The sheriff's office would then make 
entries concerning the defendant in the writ of 
attachment record and show the date the information 
and the duplicate writ were assigned to a particular 
deputy sheriff, by area. The deputy sheriff would 
carry the criminal information and duplicate writ 
until he located and served the defendant. It became 
apparent that some action should be taken to speed 
up the process of locating and serving defendants. 
An arrangement was worked out whereby the deputy 
sheriff would make notations on the writ as to his 
failure to locate the defendant. Most of the notices 
indicated the defendant had moved and his present 
address was unknown. The unserved writs, with the 
deputy’s notation thereon, would then be charged 
in the writ of attachment record to the agency, for 
further investigation in locating the defendants. 

The fraud section would then check wage records 
to obtain the present employment of the defendant 
and obtain his new address from the employer. 
Neighborhood investigations would also be made, 
where the wage records contained no information 
of the defendant. A memorandum containing this 
information would be sent to the sheriff’s office, 
together with the duplicate writ. Copy of the 
memorandum would also be sent to the attorney 
general section and the fraud section would retain 
a copy for their files. 

This method of handling has proved very successful, 
as indicated by the following figures: The sheriff's 
office in Cook County submitted 84 writs for new 
addresses of the defendants. Investigation by the 
fraud section revealed: (1) Writs submitted by the 
sheriff's office for better addresses—84; (2) claimants 
with change of address—70; (3) claimants unable to 
be located by the fraud section—14. 

It should be pointed out that the address given the 
attorney general, when the brief is submitted, is the 
correct address of the claimant at that time. 

As a result of the concerted efforts on the part of 
the sheriffs office and the agency personnel in locating 
defendants, the sheriff’s office was able to serve 70 
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Use of an Administrative Forieiture for Fraud 


By JOE K. WELLS 


Chief, Insurance Department 


Texas Employment Commission 


NEMPLOYMENT insurance in the United States is 

big business. The agencies administering unem- 

ployment insurance laws deal with thousands of 
employers and millions of workers. Any operation of 
this size must bear the brunt of some criticism. One 
of the points which the critics seize upon most often 
relates to the payment of unemployment insurance to 
a person who has been guilty of making a fraudulent 
statement or misrepresentation in order to receive 
that payment. 

Every employment security agency is cognizant of 
this problem and has through the years taken positive 
steps not only to prevent fraud but to deal with it 
in an effective fashion once it has been discovered. 
Many devices of fraud prevention and fraud discovery 
have been used effectively, and just as varying as 
those methods are the penalties which may be imposed 
upon the violators. The usual and most common 
type of penalty is one similar to that which is found 
in the Texas statute in Article 5221b, 14 (a), V. A. C. 
S., which provides that: 

Whoever makes a false statement or representation, knowing 
it to be false, or knowingly fails to disclose a material fact, to 
obtain or increase any benefit or other payment under this act, 
either for himself or for any other person, shall be punished 
by a fine of not less than Twenty ($20) Dollars, nor more than 
Fifty ($50) Dollars, or by imprisonment for not longer than 
thirty (30) days, or by both such fine and imprisonment; and 
each such false statement or representation or failure to disclose 
a material fact shall constitute a separate offense. 


These penalties follow prosecution, conviction, and 
the imposition of the sentence by the judge after trial 
by jury or trial before the judge. We have successfully 
used them as a means of punishment and as a deterrent 
against fraud. 

Before a case is handed to the appropriate county 
or district attorney for prosecution, a very thorough 
investigation is made in order that the Commission 
may be as positive as possible that the claimant is 
properly accused of fraud or misrepresentation. Be- 
cause of the thoroughness of these investigations, there 
have been few instances out of hundreds of cases—in 
fact, only three—in which a claimant has been 
acquitted following a trial. After prosecution and 
conviction, newspaper publicity has served as a warn- 
ing to other individuals who may be in claimant 
status and no doubt has pointed strongly to the fact 
that unemployment insurance is only for those who 
fulfill the conditions prescribed by the statute. 

Although this section of the statute has been used 
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effectively, the Commission in Texas has been given, 
by law, since 1936, another means of combating fraud. 
It is not as costly, nor as slow, and the penalty imposed 
is often much heavier than that possible under the 
method just described. This administrative penalty 
is in Article 5221b, 14 (e), and provides that: 

Any person who by willful nondisclosure or misrepresentation 
by him, or by another for him, of a material fact, has received 
any sum as benefits under this act while any conditions for 
receipt of benefits imposed by this act were not fulfilled in his 
case, or while he was disqualified from receiving benefits, 
forfeits his rights to benefits for the benefit year during which 
such nondisclosure or misrepresentation occurred. 

The forfeiture provided here may be applied either 
before or after prosecution and conviction pursuant 
to section 14 (a). It will be noted, however, that it 
may be used only in those instances where an in- 
dividual has ‘ . received any sum. .’ Once 
fraud has been discovered and payment made, the 
Commission then may proceed in accordance with 
either or both of the sections quoted. If a complaint 
is filed and a conviction secured, the Commission 
has no discretion other than to impose the administra- 
tive forfeiture. In such a case, the claimant guilty 
of fraud not only suffers the penalty imposed by the 
court but also forfeits the entire amount of insurance 
which had been established in his account for that 
benefit year. 

The question may well arise about the relative 
severity of the two penalties. Our experience has 
shown that sentences imposed by a court following 
conviction for fraud are relatively light. Usually 
a jail sentence is for 1 day. There have been a few 
where the maximum ‘sentence of 30 days in jail has 
been given. A larger percentage of convictions have 
resulted in the imposition of the maximum fine of 
$50, but in no instance have any of our courts imposed 
both a fine and a jail sentence. The administrative 
forfeiture, by comparison, can result in the forfeiture 
of $480, which amount is the maximum that may be 
paid to an individual during a single benefit year 
under the Texas law. If, for example, it is discovered 
that the claimant received his first benefit payment 
in a benefit year through fraud or misrepresentation, 
then that payment and all other payments which 
might have been made to him, had he fulfilled the 
conditions of the statute, are forfeited and he has, as 
a consequence, suffered a possible loss of $480. Any 
amount paid to him and subsequently forfeited must 
be repaid to the Commission. If he refuses to repay 
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in kind, that amount is charged to that individual’s 
account and shall be charged against any future 
benefits to which he might otherwise be entitled. 
In addition, once an overpayment has been estab- 
lished, either by virtue of this forfeiture provision 
or for any other reason, no payment of money may 
be made to that person by any other Department 
of the State until the overpayment is cleared. 

When it is decided that the administrative for- 
feiture penalty is to be used, the claimant is informed 
of the circumstances and that his rights to benefits 
for that benefit year have been canceled. He is 
given an opportunity to appeal through the regular 
appeal process afforded any claimant or any interested 
party. In very few instances has an appeal resulted 
in a change. 

There is one weakness in the administrative penalty 
found in the Texas Act. It was pointed out that it 
may be used only after the receipt of insurance 
payments, which payments were made as the result 
of the fraudulent statements. Much added strength 
would be given this means of defense against fraud 
if that statute were amended to read: 

Any person who by willful nondisclosure of misrepresentation 
by him, or by another for him, of a material fact, has attempte d 
to obtain or receive any benefit or benefits under this act. 

If such an amendment is adopted and made a part 
of the statute, the Commission then will be in a posi- 
tion to use the forfeiture penalty if it is discovered 
that the individual has attempted to obtain berefits 
by fraudulent methods although no benefits may have 
been paid. 

The experience in this State dealing with cases 
involving fraud and misrepresentation demonstrates 
the desirability, effectiveness, and usefullness of 
forfeiture penalty which may be imposed by the 
Commission either before or after prosecution and 
conviction. The administrative penalty, however, 
may be too heavy. We feel that any authority on the 
part of an agency to forfeit an individual’s insurance 
rights relates only to those insurance rights and noth- 
ing else. It has been noted that at least one State 
imposes an “administrative fine.” Our agency re- 
ceived a request from that State to collect an over- 
payment of insurance in the amount of $225. In 
addition, we were asked to collect an “‘administrative 
fine” of $250. This was not a fine imposed by a court 
but one established by the administrative agency. 
Perhaps the results in this case are too severe. The 
deprivation of insurance rights is in itself a very heavy 
penalty. 

Another weakness in the Texas statute relates to 
fraud involved in interstate claims. Neither our gen- 
eral statutes nor the TUC Act give our Attorney 
General or this agency the authority to prosecute an 
individual for filing a claim with this agency against 
another State even though fraud is involved. The 
Texas statute and also other statutes which do not 
contain such a provision would be made stronger with 
a provision which would permit the State to effec- 
tively handle fraud practiced by interstate claimants. 
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We would like to add to our statue in section 14 (a) 
by inserting after the word “Act” this language: 
‘“*. . . or under an unemployment insurance law of 
any other State or Government.” The addition of 
this language would eliminate the uncertainty of pros- 
ecutions for fraud in connection with interstate claims. 

An attempt has not been made to analyze the 
statutes of the various States and to compare the 
various methods used to combat fraud once it is dis- 
covered. Adequate treatment could not be given in 
this space, but we do feel, with every other State, 
that we should take daily cognizance of the threat to 
the success of the program which exists in the shape of 
those who would practice fraud. We must be vigilant 
in the discovery of those individuals and firm in exact- 
ing restitution and imposing punishment. Our expe- 
rience shows that if, after discovery of fraud, punish- 
ment may not be had through the courts, then an 
administrative penalty judiciously used is a very 
effective method of control. 


(Continued from page 28) 





ILLINOIS 


defendants in 1 week. A total of 49 cases were 
disposed of in the Cook County court in 1 day. 
Of these, 8 defendants received jail sentences and the 
remained were placed on probation and required to 
make restitution as a condition of probation. 

Probation Office—In many instances, after the de- 
fendant pleads “Guilty,” the Judge defers sentence, 
pending a report from the probation officer. 

As a general rule, the probation officer prepares 
the petitions of probation and presents them to the 
court. The agency found delays in this procedure 
and, as a result, a representative of the fraud section 
visits the probation officer to request that action be 
taken in preparing a petition for probation. 

County Clerk’s Office—After a case is disposed of by 
the court, the defendant may be placed on probation 
and required to make restitution. In order that the 
attorney general may close the pending case, he must 
receive information from the county clerk as to 
whether or not the defendant has made restitution. 

The agency has found, in many instances, that 
the defendant has made restitution, but this informa- 
tion was not forwarded to the attorney general. In 
other instances, the county clerk would not know to 
whom the restitution check should be sent. We had 
to advise him of the proper procedure to follow. 

e e e 


It has been the experience of the agency, in some 
instances, that the judges were dismissing cases be- 
cause the sheriff's office could not locate the defendant. 

A representative of the agency called upon the 
judges and asked for additional time, after explaining 
the assistance the agency would render the sheriffs 
office in locating defendants. The judges have been 
very cooperative in this matter. 

From the foregoing it is evident that the methods 
used in {Illinois in securing the cooperation of law- 
enforcing authorities has proved to be very successful. 
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, FULL EMPLOYMENT | 
FOR VETERANS 


an employed 
veteran is 
an asset to his 
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This three-fold panel display, “Jobs for Veterans,’ 








was exhibited during the spring meeting of the President’s Committee on 


NEPH Week. K. Vernon Banta, Technical Advisor for the President’s Committee, is shown pointing up a statement on the display. 
The display, with three different sets of panel inserts, is available on loan through the State Veterans Employment Representatives 


AT Press TIME 

(Continued from page 2) 
ance program, including the cost of collecting social 
security contributions, was about $70 million, or 2.3 
percent of collections, the report said. About 77 
percent of the Nation’s wage earners were reported 
participating in social security. 

The year 1951 saw the inclusion of many new groups 
in social security under amendments passed in 1950 
by Congress. ‘These included regular farm workers 
and domestics; the self-employed, except farm opera- 
tors and certain professional people; most employees 
of nonprofit organizations; and some employees of 
State and local governments not under retirement 
systems. 

Spring THE spring meeting of the President’s 

; Committee on NEPH Week was held 
Meeting in the Departmental Auditorium in 
Washington on April 18, 1952. 

At morning sessions there were two panel discus- 
sions—one on the medical aspects of employment of 
the handicapped, and the other on the effect of work- 
men’s compensation insurance on the employment 
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of the handicapped. The afternoon session was de- 
voted to a discussion of State and local committee 
experiences, problems, and recommendations. 

A highlight of the meeting was the presentation 
of a Distinguished Service Certificate by President 
Truman to the Hon. Robert Ramspeck for his services 
as former Vice Chairman of the President’s Committee. 

The President also presented checks to the winners 
in the fourth national ‘‘Employ the Physically Handi- 
capped” essay contest, sponsored by the President’s 
Committee and the Disabled American Veterans. 


A California girl from St. Monica High School in 
Santa Monica, Isabel Brewster, took the first prize 
of $1,000 and a trip to the Nation’s Capital with 
her essay entitled “Employ the Handicapped for 
National Security.” Other winners were: Susan 
King, Cathedral High School, Lincoln, Nebr., and 
Harry Rodney Hartmann, New Brunswick, N. J., 
Senior High Sdhool, who tied for second prize; Judith 
O’Leary, St. Joseph’s High School, Bay City, Mich., 
who won third prize; and Billie Jean Fuller, Elkhorn 
High School, Eckman, W. Va., who was the fourth 
prize winner. 
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Farm Placement Goes to Fairs 


OD pine of 30,000 fair goers saw the professional-looking 
but homemade Farm Placement exhibit that was on 
display last fall at the State Fair in Nashville and later at the 
Tri-State Colored Fair in Memphis, Tenn. 


Plans for construction of the exhibit were furnished by the 
Farm Placement Service of the Bureau of Employment Security 
in Washington and all work was performed in the State agency’s 
maintenance shop in Nashville. The only outside cost was 
for materials, the slow motion electric motor, and the lettering 
of the seven panels. The motor turns the wheel behind the 
main panel, bearing messages that show though the slot below 


the words EARLY PLANS MEAN. 


The Information Service of the State Conservation Depari- 
ment cooperated by opening its files of agricultural scenes 
After a selection of suitable pictures was made, the photographic 
section of that department furnished blow-ups of panel size. 


The letters in the words, SAVE MONEY, were painted in 
a fire-engine red. While the paint was still wet, glass beads 
were sprinkled over the letters. When played on by a spotlight 
the beads reflect the light. 


Agency farm placement representatives were on hand 
night and day to answer questions and pass out literature to 
visitors. 


—BURR CULLOM, Public Relations Section, Tennessee Department of Employment Security- 
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Always Open Season for Authors 


Staff in some of the local offices have expressed an interest in advance information on themes to be featured 


in coming issues of the EMPLOYMENT SECURITY REVIEW. 


While we necessarily have to outline these theme issues and solicit specific articles in order to build up a 
rounded-out presentation, this does not mean that we would not welcome additional articles of real merit on 
the theme subject. 


With this in mind, we are listing below the schedule planned through May 1953. Any office which has good | 
material to contribute for any theme or nontheme issue is invited to send it to the REVIEW. 


Our monthly deadline is the twentieth. Manuscripts received as of that time can be sent to printing on the 
: first of the next month for publication the following month. In other words, it takes approximately 6 weeks 
§ from the due date of manuscript to publication. 


One or more clear-cut 8 x 10 glossy photographic prints should accompany manuscripts. Preferably these 
should illustrate the text but may also relate to local background. 


The REVIEW is grateful to its past authors and hopes to welcome many new contributors in the months ahead. 


Employment Security Review Schedule 





1952 1952 
JULY Local office management meets NOVEMBER Field Supervision and Staff Training. 
changing demands. New types of field supervision 
AUGUST Nontheme issue with a featured meranaees evaluation will be 
group of articles on professional 
7 offices and professional place- DECEMBER "Improved Fact Investigation of UI 
ments (excluding college place- Boneh Issues. 

ments). 

y SEPTEMBER This issue is reserved for a theme on 1953 
“Placement of the Physically : 

Handicapped," and will feature JANUARY — Anniversary Issue, celebrating twen- 
promotional material in line with tieth anniversary of Wagner- 
’ the objectives of NEPH Week Peyser Act. (We hope the 

which is observed each year during ‘old-timers’ will contribute 

the first week of October. some reminiscences to this issue.) 





OCTOBER Relationships With Labor and In- FEBRUARY _ Service to Veterans. * 
dustry. This theme will discuss 


such gente as ogee _ MARCH Farm Placement. * 
ices tor management and work- ; 
ing relationships with organized APRIL Services to Youth. 


labor groups such as exist at the 

New York garment center and MAY 

groups in Seattle and Philadel- 

phia. *Reserved issues. 


Nontheme. 
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THE EMPLOYMENT SECURITY REVIEW, a publication of the U. S. Employment Service, 
Bureau of Employment Security, and the affliated State Employment Security Agencies, is distrib- 
uted without charge to personnel of the national and State Employment Security offices. It is also 
available on subscription at $2.00 a year (single copies 20 cents) from the Superintendent of 
Documents, Government Printing Office, Washington 25, D. C. In countries other than the 
United States, Canada, and Mexico, annual subscription is $2.60. 


Expressions of opinion in articles published in the REVIEW are those of the authors and are not 
to be construed as official opinions of the Bureau of Employment Security. 


The printing of this publication was approved by the Director of the Bureau of the Budget 
January 13, 1950. 
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